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I 

RESOURCES AND POPULATION 

SI. Meaning of ‘Indian economics’. — ‘Indian economics’, as 
generally understood, may be described as a study of Indian 
economic problems. It presents an analysis of the existing 
economic situation of India and discusses means and methods 
of improving it. Every country must in this manner con- 
sider its own economic problems. Our object _ in such a study 
is not merely knowledge for its own sake. This is legitimate 
enough, but in addition, we desire to find out how best to 
proceed in order to make the country and its people richer 
and happier. 

-§2. Scope of the chapter. — In this chapter it is proposed to 
deal with India’s physical environment and natural resources, 
her population, and the economic aspects of her social and 
religious institutions 

Physical Environment and Hatch \l Resources 
Economic Geography of India 

§3. Area and population. — ¥e have already considered the 
importance of natural resources and the part played by them 
in shaping the economic life of a country. 1 We shall begin 
our inquiry into the economic position of India by a brief 
description of her physical environment. 

British India is 0'S6 million square miles in area with a 
population of 296 million (according to the Census of 1941 
which excludes Buima), while 0-71 million square miles of 
territory with a population of 93 million is under Indian States 
and Agencies. The length of the country from north to south 
is about 2,000 miles, and from east to west about 2,100 
miles. India has a land frontier of about 4,600 miles, and 
the length of her coastline is roughly 4,300 miles. She is 
thus a world in herself, being thirteen times as, large as Great 
* Biitain and equal to the whole of Euiope excepting Erance 
and Russia. 'Her total population (388‘8 millions) is about 
one-fifth of the world-population. 

$4. Geographical location. — The natural boundaries of India 
.stand out nrominently on her map. On the land side there 


1 See Part I, cli. v, §6. 
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1 1 it maintain ran^M of the Bimnlava* on the north and 
ti h H i-d i Ku h und s«h man i i umtaina ca the north we;i 
l nu tl 1 t»m frump* - h flanked by Burma, svhrh until 
it |i itier fr >n India in 1 \j*a! i917 formed ]«rt of British 
li 1 1 hi 'il r* m -h lud-a In land (i e the KhsW 

iml ft h lan pa « ir on th* n rli wr>t frontiers from 
\f J> n >n and lhiluebi in The Ii dmn con^t is siirround“d 
B w great irtii ol th* Indian Ocean fh- Arabian Sea 
« ih w t ami tin B»\ if B- ngal on the ea«* India i* 
tun if Is tj i «< f u I (run hi r -ea hinnih Mti 

India i «r*i n 1 i„l h favour ih't situation a* regards the 
rc t it tin Wind fi ] ut] «f inti mation il trad*, stand P£ 
i5^i> I » i the i ntre of tl *• e i t-*n hem i •■phi re, die com- 
niiind trad i mles rum»n 0 in all direction* and the sea rentes 
an l> fi tin most important on account of her extensive 
s*.afii>ird te Map \) 

India hawser suffer-, from a deficiencv of natural 
hit lours capable of accomrnudit ng large modern tes tl* 
hiruhi Bombas Got and tochin are the onls imjinrtant 
P«*rt- on the ssi tern eoa-t Tht ei-t coast is «urf bound atid 
without anv natural b irbeurs The harbour *of Madras owes 


it-, present po Ui »n largelv to an expensise oiitlas on it* ec& 
"oil? \in-Mjatam on the aine coast i* gnduallv gatnng 
raipomncc a a no the- artmual 1 arbour thanks to on ambi 
tiou project that is n< sv being car-ied out bv olages Calcutta 
ou tho has of Btn.il is naturalls vtU-flitaat* v d but suffers 
from bars which form in th« Ilooghlv and make constant 
dredging operations n«*a.>arv Chittagong is, in a similar 
Cate \\e can therefore reulils realize svlis the great bulk 
of India s foreign trade is confined to four port* namelv Cal 
eufa Bombay Madras and Karachi (see Map I) A. vigorous 
pobei aiming at the construction of nesv liar-hours and the 
revival of the o’d negated one* ii> urgent! \ called for in tV 
id p»e« 3 both of her coastal and oceanic trad 

he prevent shipping p<v ition of India 19 vers unsati&fac- 
J;,,, sue has hardly any mercantile marine worth the 
need »® ® am * a,n her old traditions of maritime activity The 
Cbapt er more fonvar ^ shipping policy i a discussed »n 

India bth tifi J n * an ^ communication the principal ports o r 
a network <-? **,s«?l nDec V^ " l{ h the inland trade centre- bv 
facilities for in term an< ^ roa ^ 3 Northern India enjovs good 
hke the Indna an d « C °!? tnvmicatKrns oss mg to nasngable rivers 
‘clre to the. fnr ai, d her vast plain-, tend them- 

5 of roads ana rail™,, reran- 



BESOl’KCES AXD POH'LATIOK 3 

sular India is at a disadvantage in this respect owing to the 
rugged and movmtainous nature of the country and its lack of 
large perennial rivers. The state of rail and road communi- 
cations m the rural areas of India is backward and needs im- 
mediate attention. 1 The post and telegraph are now 
sufficiently familiar and widespread m India, while the tele- 
phone and wireless, which have become such important 
adjuncts of modem trade and economic activity, are still in' 
a backward state of development, the use of the telephone 
being confined to the larger towns. On the whole, as a result 
of these modem facilities for inland communications, the 
economic isolation of the village is laigely a thing of the past. 
§5. Three well-marked divisions of India. — India falls mto 
the following three well-marked divisions : (i) the Peninsula, 
(ri) the Indo-Gangetic Plain,. and (rii) the Himalayan Range 
(see Map H). 

( 1 ) The Peninsula . — This is an elevated plateau (called 
the Deccan, or the plateau of the south! separated from the 
Indo-Gangetic Plain by the Ymdhya and Satpura ranges. It 
is flanked by the«?oast ranges known as the Western and East- 
ern Ghats. It is thus triangular in shape wirh Cape Comorin 
as its apex. This tableland of the peninsula is generally un- 
even and rocky, with more or less foiested hill peaks and 
; ranges, and it tilts like the roof ol a house fiom west to east. 
The Western Ghats, winch form a gigantic and continuous 
sea-wall, intercept the monsoon clouds, which are compelled 
to deposit then- moisture on the mountain barrier and the 
narrow strip of land between the Ghats and the sea (known , 
as the Konkan), thus 'mailing the inland region peculiarly 
liable to droughts and famine. 

The principal peninsular rivers are the isarbada, the Tapti, 
the Mahanadi, the Godavari, the Ivistna and the Gauvery (see 
Map YU). They depend on the lains, and are not perennial 
like the Himalayan rivers, which receive water from the melt- 
ing of the mountain snows even in summer. They not only 
dry up in the hot weather, but many of them cut their way 
through deep gorges which make navigation impossible and 
irrigation expensive. 

The principal pioducts of the peninsula are millets, rice, 
oil-seeds, sugarcane; pulses, cotton, tea-, coflee and spices. 
The main kinds of trees are teak, sal, sandalwood and coconut. 

- ‘ (ii) The Indo-Gangetic' Plain . — This lies between the 
peninsula and the Himalayas and is traversed by two. river 


, 1 See also cli. v, §§5, 8. 



4 RCSOCrCI** WD lOPtLATIOV * 

s> terns, the Indus system to the we t and the Ganges e^ttra 
to tbo east Tbo lndo Gangetic plain bem,j comm*<*d ot 
mere and salt is very fertile and forms the mo-t eitcnnve 
sheet of level cultivation in the world Its Himalayan rivers 
are perennial their fertile basins have been the seats of the 
ancient pre Aryan and Aryan civilizations and an. the natural 
granaries of the country Some of them (e g the Brahma- 
putra Ganges and Indus) are navigable and served a3 great 
carriers of commerce id the pre railway davs They are aho 
the feeders of the imj'ortant, productive irrigation worU oft 
which the prospers v of the Punjab Sind and tht. United 
Provinces so largely rc°ts The main products of the Indo- 
Gangetio plain are wheat barley uullcts sugarcane oil seeds 
nee cotton, jute indigo and opium The vegetation is varied 
and plentiful — sal in tlie north teak in Central India and 
the mulberry in Bengal The Indo-Gangeltc plain is the most 
densely populated part of India owing to its fertile alluvial 
sod and a*xun.d rainfall 

(ui) The HinMayu — Tlie Himalayan mountain ranges 
of the north — the highest m the world-Hlcanmate the iDdo- . 
Gangetic plain They account for l,2oO miles out of the: 
total length of over 2 000 miles of great mountain ranges 
which cut India off from the rest of A«ia Apart from their 
political significance as an impregnable barrier the Hima- 
layas exercise a dominating influence on economic conditions 
by their effects on ram, winds beat cold, moisture and vege- 
tation They intercept the monsoon and supply th 0 plains 
and rivers with ram water We have already referred to the 
economic value of the Himalayan rivers The Himalayan 
watersheds present great possibilities of hydro-electric power 
Lastly they are a rich source of vegetation and nourish, vnlu 
able forests which in their turn regulate the supply of rain- 
water 

§6 Climate afid seasons — It is impossible to make any gene 
ral statement about tho climate of India because within its 
boundaries almost any typo of climate that is known to the 
tropics or the temperate zone may be found But on the 
whole the Indian climate may be described os semi tropica! 
Peninsular India being aitnated within the tropics, has a 
higher mean temperature throughout the vear and shows small 
variations in the different seasons Northern India on the 
other hand is characterized by extremes of temperature during 
summer and winter At Jacobabad the thermometer some- 
times rises to 125° in the shade during the hot weather and 
falls to 959 in. But wwa/Ju® 'IPi/eib Vim reasons art 
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clearly defined in India tliey are three in number : ( 1 ) a cool 
dry season (winter) when northerly winds prevail; (n) a wet 
season, sultry and oppressive with the inflowing south-west 
monsoon; and (iii) a hot dry season before the beginning of 
the rams, which usually come suddenly with heavy thunder- 
storms. 

§7. Rainfall. — The rainfall like the climate shows striking 
variations. For example, Cherrapunp m the Assam lulls 
registers a rainfall of 460 inches annually, while Upper "Sind 
gets less than 3 inches. Climatically the Indian pe'nmsula 
is part of the great monsoon area of Asia and exhibits the 
mousoonal control in a more perfect form than any other part 
of this area. The rainfall of India, unlike the raimtll m 
England, where rain may be expected at any time, has a 
definite periodicity due to this monsoonal control. The term 
‘monsoon’ technically applies to the revel sal of the winds 
which takes place throughout the monsoon aiea and which 
divides the climatic year into two distinct periods, that of 
the south-west monsoon, and that of the north-east monsoon. 
During the hot season the land gets hotter than the waters 
of the Indian Ocean to the south. Moisture-laden winds 
therefore blow from the Indian Ocean into the low-pressure 
land area to displace the hot, light air in it in the month of 
•Tune. By July the south-west monsoon is fully established 
over India, the winds being generally south-west over the 
Deccan, south over the Ganges delta, and south-east up the 
Ganges valley. The Indus basin is the last area reached by 
these winds, and the first from which they retieat, so that 
here the yearly rainfall is very low. It is heaviest on the 
Western Ghats (which are first struck by the monsoon) and 
the Himalayas. In September the force of the monsoon 
begins rapidly to decline. The south-west monsoon, which 
reaches every part of India, accounts for nearly 90% of the 
total rainfall. If strikes India in two currents : (i) the Ara- 
bian Sea blanch, and (ii) the Bay of Bengal bianch. The 
former crosses the west coast of India, giving rain to the 
peninsula, the Central Provinces and Rajputana. The Ben- 
gal branch gives copious rainfall to Bengal, Assam and Bihar, 
until it is arrested by the Himalayas. It then turns towards 
the west and, meeting with the Arabian Sea branch, gives 
a moderate rainfall to the whole tiact from Bengal to the 
Punjab. 

The north-east monsoon, which yields about 10% of the 
total annual rainfall, is really the south-west monsoon in 
retreat. During the winter, the land becomes cooler than 
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the sea and moisture bearing v inds blow from the land to thf 
sea thus pvm 0 n't to the north-east monsoon Tbs wmtei 
monsoon gives run to north and sourh Madras from Octobei 
to Detembtr Other jiorts of India uch as Hidtrabad State 
Berar and some puts of the (eninl t rovratxs Btmbaj one 
the F unjab also bun. tit from the nonh monsoon 

The monsoon determines the hine^ting sea mi" m India 
One tet of crops 1 «o\\n in June and reiptd in autumn, 
naroelv rice to tun ind lujm Th > is tailed tbt season ol 
the then/ <rop« The second et of crip rurneh wheat 
birley and linseed s si u u when iht m motion ends about the 
middle of September and is reapid lv>twc«>n January and 
March This is the season of the rabi t roj,s Tlie annua! 
rainfall a matter of vital importani <• to the country Tine 
tuations m <{inntiU distribution and timeliness bring misery 
rr pro perit\ to tbc million-, of {>eople who arc mamlv di pen- 
dent on agriculture lhc rainfall enters into c i rv aspect of 
Ufe in the country for the prosperity of lrdnstr trade and 
finance depend on that tf -ignculture which in its turn i* 
largely at the merev of the monsoon and tvut cularly of the 
bonth west monsoon 1 * 


The lick of iiuitcrmiU in il„ innual rai „f a |I |, M „„„ 
te ' he tallowing cU«ificjuco ',i Area. i„,ured rain 
W1 inch as Assam eastern and lower Benrtal and the western 
wj ‘ 7*. “J Ar i“ ? f P""™“ miutall seek as Bdjipnr 
'K D « ao binding the Western 

Swot 3 i A ”“ “y 10 "!! 111 -melt as n r pcr bind western 
5b r s!?£ ‘n ""' , ' rn p ™l* (see Man ill 
consideration 5 °a*5 al "* rxe ' °t a country includes the 
Wong >0 £ %££%£££ T >» 

and — «» “tot «tm.,te 

greater nor , n n if\ I 5?°* They occupy the 

United Frounces TW,Ju Ujar ^ ^jputana the Punjab the 
Tumore «r^r f 1 “* tbp GoJ ^ri K.stna and 

the eastern an a western <SL *? f ? R,1T,al 8tri P a,on ? 

ot ™ ra >'^ 

?assms£ F at " s stss-es 

had (Deccan) The sods mlh^ tbe we8tera P lrt of Hydera 
and fertility True m2-! £ rcat!v !n character 

Cotton *ofl occur- mthm the area 
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of the Deccan trap below the general level of the foot-hills. 
It is famous as bemg suitable for the cultivation of cotton 
and jo war m the valleys of the Tapti and Naibada, in the 
plams of Gujarat, Kathiawar and Kamatak, and in a few 
districts of Madras province. It can also grow wheat, lmseed 
and gram, and has a great capacity for absorbing and re- 
taining moisture. 

(hi) The crystalline tract . — The remaining soils belong 
to what is known as the crystalline tract, comprising almost 
the whole of Madras, Mysore, south-eastern Bombay, eastern 
Hyderabad and two-thirds of the Central Provinces. Though 
on the whole their fertility is of a low order, certain varieties 
(e.g. the red or the re'd-brown loams and clay loams m 
Mysore and Madras) are very fertile. Crystalline soils of 
model ate fertility yield rice as their chief crop where canal 
irrigation is available, and also other valuable crops with the 
help of tank and well irrigation. 

§9. Mineral production. — In the opinion of the Industrial 
Commission (191S) , the mineral deposits of India are sufficient 
to maintain most of the key industries in the country. Up 
to the early eighties, practically nothing had been done for • 
their development. Subsequent investigations, however, have 
led to the discovery and opening up of many kinds of mineral 
deposits which make possible the rise of a number of metal- 
lurgical industries in the country. The recent development 
of the transport system, the war of 1914-18 and the recent 
war as also the industrial progress of India have stimulated 
mineral production. 

The minerals produced in India include coal, iron, man- 
ganese, gold, silver, lead, zinc, petroleum, mica, wolfram, 
sulphates, salt, saltpetre, building-stones, and cement-making 
materials (see Map I). The total value of the minerals pro- 
duced in the year 1938 was Bs. 34T4 crores. A few words 
may be said here about the principal min erals. 

(i) Coal . — -"With the exception of the United Kingdom, 
India produces more coal than any other part of the British 
Empire. The quantity of coal produced in 193S was about 
■28-34 million tons valued at Bs. 10-64 crores. Most of -the 
Indian coal comes from Bengal, Bihar, and Orissa (the Gond- 
wana coalfields). Outside these provinces, the most important 
mines are in the Central Provinces. Hyderabad State, Central 
India, the Punjab, Bajputana, Assam and Baluchistan. 
Indian coal is thus very unevenly distributed, the deficiency' 
being specially marked in tlie_ case of the peninsula. Bombay 
can draw hydro-electric power from the Western Ghats, but 
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{he 'Madras \ rov nee is gre tiy hand capi»-d m its tndu tr al 
development; (eg in tl e exploitation of its iron ore depos ts) 
by lack of coal In 1 an coal is g neraU} poorer n quality than 
foreign coal Only the B^r B al coal n compare will toreip 
coal m tie product on of t,ood metallurgical coke On the 
recommcndal on of the Ind an Co- 1 Co un ttee a Coal Grad 
in <f Boar l was establ hed n IJ-C n ord r to m prove the 
m»Hy ol Indian coal uillcd do market It « al«o 
necessary to dev e d e ur f r the con rvat on of India s 
resource* of good al k ord n 1\ the Coal Mines 

Stow Boa dh U et J U d r tl Co l M nes feafety 
(Blow ng) ket of 19 J wl d a s at ensur ng the safety of 
the workers and at prevent ng wastag or uneconom c evtrac 
t on of c nl 

The coal ndu trv Ind a owes its or gin to the construe 
tion of ra twa>» n the co ntrv though t» subsequent progress 
has been at i trialed 1 th ncrea ed d Qiand from the ca 
pand ng iron and steel an 1 oth r ndustr es 

(u) Iron — By far the most imp rtant of tl e iron depos ts 
are thrwe. that oce r n S ngl bhun nd Ke n bat Bourn and 
"Mayurbhuni St tes of B 1 a and Or *»» where recent d s 
coTene3 Delude wl at appe rs t be a range of iron ore ronn ng 
elroo t contmuou H for forty m le Other sources arc Ben 
gil tl e Central Pro net M dras and Mysore State The 
Laraknr Iron Works started in 1S"4 (wh ch were later frons 
formed into the Bengal Iron Compan Ltd ) led to the in 
troduct on of the modem iron mdo trv to Ind a The 
remarkable d velopment of the Tata Iron and Steel Company 
in ugurated at fcahchi (Jamshedpur) m 1911 has p yen tv 
great stimulus to the production of iron ore of wh ch the total 
product on amounted to 0 7 m 11 on tons in 1938 

(in) M<m<jaurse — Th s is a ycry valu'd le i du«tnal mine 
ral and » ms inly required for the manufacture of steel It i= 
aLo used m the heavj chemical electr cal and glas i ndustr e 
Ind a at one time (1907) d sptaced Russia as the first among 
the world s producers of this metal hut later c he gave war 
to Rns* a The record output of 1 1 million tons was reached 
in 19°7 but owing to the economic depress on of recent years 
the output fell to onlv °18 307 tons in 1933 and the industry 
i stm m a stagnant cond t on thong} there has been a part 3l 
r^orery the output having ncreased to 00 O'*) tons n lhqg 
The principal manganese produc ng arena arc the C ntral 
rnwra.ee* Madras Bombay and "Mysore 

( v) Gold — Ind a contr bates only about 3% of the world s 
product on of gold tl e great balk of wh ch is mined m the 
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liolar field m eastern Mysore. India produced 321,138 oun- 
ces of gold, valued at Its. 3‘05 crores, in 1938 

(v) Petroleum .-—' There are two distinct oil-bearing areas 
on either side of tlie Himalayan arc; one on the east, and 
by far the most important, includes Assam and contributes 
85% of the output; the othei on fhe vest includes the Punjab 
and Baluchistan. With the separation of Burma India’s 
petroleum resouiees have become insignificant computed to 
the world's. Her total output in 1938 was about 87 million 
gallons valued at Ks. 1-65 crores, which accounts for only 
one-tenth of one per cent of world pioduction Her contri- 
bution to the world’s production of petroleum is negligible, 
being less than 1%. The internal consumption of petroleum 
and petrol has increased enormously in recent years, and large 
quantities are still imported from abroad m spite of the ex- 
tension of home supplies. The separation of Burma from 
India in 1937 has greatly increased our dependence on foreign 
countries in this respect. 

(vi) Mica . — This mineral is principally used in the elec- 
trical industry as an insulating medium. India is the leading 
pioducer of mica, with an output of more than tliree-fiftlis of 
the world’s total. 

(vii) Saltpetre . — Saltpetre is in considerable demand for 
industrial pui poses, for the manufacture of glass, for the 
preservation of food and for manurial purposes. It is pro- 
duced mainly in Bihar, the United Provinces and the Punjab. 
Nearly the whole of the output is exported, a small part 
being letained in the country for use as a fertilizer, especially 
m the Assam tea gardens. There was a time when India 
possessed a practical monopoly of the woild's. supply of 
nitrates required for the manufacture of explosives and che- 
mical manure. Partly owing to the imposition "of a heavy 
export duty and partly owing to other causes, Indian produc- 
tion declined The competition of Chile nitrates and French 
potash salts m foreign markets has adversely affected Indian 
exports of saltpetre. 

(viii) Salt . — About three-fourths of the salt cons um ed in 
the country is produced internally. The total output of salt 
produced in India was 1*51 million tons in 1938, the imports 
m the year 1939-40 being 314,000 tons, Aden being the chief 
souice of supply. About 60% of the Indian salt is obtained 
by evaporation of sea water on the coasts of Bombay and 
Madras. A second source is the rock salt obtained from the 
Salt Kahge and the Kolia t mines in the .Punjab ' The other- 
two sources are brine salt from the Sambhar lake in Baj- 
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P t n» a salt infte coi denied on the border of the le*«er 
Eann of ( utch Tore -m <alt s largely imported for the 
Bengal mark t In l9‘ i O-oO the Tar II Board v\l ch const 
<1 red tl quel n f mat ng the co ntn self ufncicnt m 
respect of V It exire^ d tl e v -wr tl at the whole d mand of 
tie Ikm 1 narhet hch s for fin white salt) could be 
n et bv I da and \.den The silt nd i trv reco ved protec 
t on I d a bv tba n pc t on in 1931 of an add tioral import 
dut\ f i\ anna, pe w a d n for >ti kH w-dneed to 1* 
aura n 193b Tl p -ct nm t ttbdra vn m \prd 193t> 

n tl e ntercst f th u ner of Bengal 

(is) Ct t not j laterals — Cl ilk 1 me. tone and 
clay are f noA sten v \> n Ind a in the Bund State (Raj 
I utana ani 1 o it Katm Other areas are Porbandar m 

I athu or nd t! \ c mtv f I uchnow and Cawnpore to 

the L lit d Pro l ces Tie emei t mlu tr\ his a promts ng 
fat re 

(x 0(1 r mint rale — Other m nerals of subord nate tra 
port nice are lead tn copper zui slier bauxite (alumt 
i m> jide rhrom fua h an t r d aniond mb es and 
suljb r 

$19 Vegetable resources — India gr ns a Urge var*ty of 
t-c Uble produ is bel c n e to the sab tnpea) and temper 
afo zorcs ns the following enument on w 11 e Low 

( ) Fool gra m —II cc in Bengal B har Or s«a and to 
'-°tne extent m Madras and Bomb v tef t f m the north 
wo t parts of India millets sue! jonir and bajrn 10 
Bombaj ard Midra hurley in tl e La ted 1 rovtnees and 
Bihar ragi n Jlsdra the United Provinces and Bot biv 
jwizr In Bhar Or ssa tie bn ted Prov nc s and the Pun 
jab gra i t! e To jib tl e Cn ted Provinces Bihar Or ssa 
ud tl e Central Prov i ces 

tu) llerl — Cond n cuts and sp ccs m Madras Bomba' 
and ikngil sugarcane all over India especial!' in tl e United 
x ronoct r coffee m Madras and Coorg tea m \«sam and 
Bengil 


( Seeds — 0 l-seeds such a3 1 nsetd sesan u n rape and 
„ ^ . ^ nd "*«< rotfor »n Malms U tn ted Provinces 
11 * be tru Proncc s and Bombay 

<iv) Fibre * — Co ton m Bombay Bvrar the Penial and 
''wri jute xr B. n 1 

^ l 7 v, W un m the hniti Provirces 

Jr 5 *" a T r ****}' and / ddee crops 

' * * 1*' SB,i * f- D te d Province* e n 1 otui tu swalh 
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era India; india-rubber, jn Assam and the Ivliasi Hills; and 
forest -products . L 

§11. Forests. — Among the most valuable natural resources 
ot India must he reckoned her magnificent foiests, whose 
character is largely governed by lamfall and eler ation. "Where 
the rainfall ‘is heavy, evergreen forests of palm, ferns, bam- 
boos and india-rubber trees are found. Under less copious 
rainfall, deciduous forests appear containing teak, sal, etc. Of 
the whole area of British India, more than 11 per cent is 
under the control of the Forest Department. Assam is the 
most thickly forested province, followed by the Central Pro- 
vinces and Berar, Bombay, Madras and Bengal at a consider- 
able distance. 

In the economy of man and of nature, forests aie of direct 
and indirect 'value. The direct utility of forests is chiefly due 
to their produce, such as timber and firewood and the law 
materials they afford various industries, and the grazing foi 
cattle they provide. They also offer employment to a large 
number of persons working m and near them and to others 
engaged in working up the raw pioducts. Forest produce is 
divided into two main heads : (i) Major produce, i.e. timber 
and firewood; and (ii) Minor produce such as lac, tanning 
materials, essential oils, turpentine and resin. Forest re- 
search has proved the utility of bamboo for the manufacture 
of paper pulp, and the Government has since 1925 granted 
piotection to the Indian bamboo paper pulp industry on the 
recommendation of the Tariff Board. The indirect utility of 
forests is also not negligible. They make the climate more 
equable, prevent the soil from being washed away by heavy 
rams, help to regulate the water supply by rendering the flow 
of water in rivers more continuous, increase the fertility of 
the soil, afford shelter to cattle and useful birds, and produce 
a healthy aesthetic influence upon the people. The forests 
are making a valuable contribution to war production of India. 

The consei ration of forests is therefore of the utmost im- 
portance to every country. Future's heritage must be pro- 
tected against the rapacity of mankind. The process of leckless 
destruction of forests had gone on for centuries in India before 
the advent of the British rule. In the early years of the 
Butish rule, this destruction became intensified owing ( to in- 
ciease of population, extension of cultivation, multiplication 
of herds of cattle, and increasing demand for timber and 
firewood for railways. It was during Lord Balhousie’s regime 


1 Tor further particulars regarding the \arious crop 1 ;, see ch m, ;3 
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that the Government realized the necessity of adopting i 
policy of forest conservation The first organized steps were 
taken abort the year 1855 In lbb-4 a 1 orest Department 
under an Inspector General of Forests was established in the 
major provinces Since then the Forest Department has grown 
and now controls as mentioned above more than one fifth 
o F the total area of British India Indian forests are i]a> ified 
as (rt Reserved (nl Protected and (iu> Uncla =ed State 
Forests in descend ng order as regards the control exercised 
by the Government ovt_r the rights of individual and public 
Use The object of forest administration is to eliminate the 
danger of over working the forests ajt> t<, improve their yield 
ing capacity The Forest Research Institute e-tahlished m 
190G at Dehra Dan has been <3^ ng use tul research work 
The Agricultural Commission sire 'td the importance 

of increasing the utility of fore t-. the agncnlrurist and 
at the same tune of bringing him *o take an enlightened view 
of forest administration 


§12 Animal resources -The jmporunce of ornmal We to 
an agnculturil countn like Ind a cannot be exaggerated 
lhe variety of Indian conditions has naturallv deyeloped a 
great variety of amroii life The most important animals 
G®*" and buffalris mamly prized for milk (u) Bul- 
f t j i P aT an ™rortant part in the agricultural economv 
ot India both as draught animals and on the field, (m) Go«t« 
anti sheep which apart from vieldmg meat and wool supply 
ogethe’- with cattle practically oil the manure u«c-d by the 
J n . ^hiva’or O her animals are donkeys used a> pack- 
# ‘^‘’rvwnere camels used for transport across deserts 
ie 0 bind) and generally in northern India and fi-h which 
“^, 0 ,V TQmen f e importance as articles of diet m R ngal 
or n l f* e peninsula Thu extensive fo'e'ts 

birds F 1 brge ****** of vrlId »n™«U reptiles and 

abfe m°ll!^ l 0 /, P0We i r ~~ T}ie P nnc, P a l sou-ces of power avail 
abie in are coal wood fuel oil and alcohol wind and 

of coal and it i^ a ^ T <; referre ^ to *^ e uncv ™ dis'ribution 
•i™ „ “ «*? The sits 

rower is also not 6 °^J er tources °f power except water 

S pm E i\n^l"ro a ; 0nrab,e * r reseDt * the 
'ituatcd near the Gokak r^rf lodl \ The Go \ ak m '» 3 
try (Rmbav) were the f atl!ern Maratha coun- 

po^r In rccTnt S tH 0se of ** electric 

- ^ 1 ■sxss 



13 


RESOGKCES AND POPULATION 

river at Sxvasamudram , for supplying power to the Kolar 
gold fields (1903), on the river Jhelum in Kashmir, and at 
the Tata hydro-electric works in the Western Ghats in the 
Bombay Presidency (1915). The three Tata hydio-electnc 
schemes mark a big step forward m the industrial develop- 
ment of, India. These .schemes, which have a combined nor- 
mal capacity of 246,000 horse-power, provide electrical eneigy 
for the great industrial city of Bombay, Bombay suburbs, 
Thana, Kalyan and greater Poona, thus enabling them to 
-overcome the handicap imposed by the absence of coal m their 
vicinity. Another important hydro-electric venture is the 
Mandi scheme in the Punjab, which area also suffers from a 
deficiency of coal. This scheme, which came into operation 
in 1933, when completed is expected to supply power to a 
very large number of industrial centres, including distant 
places like Delhi. In- Madras, the Pykara hydro-electric 
scheme, started in 1929, is now in operation. The Mettur 
hydro-electric scheme which is combined with the famous 
Mettur irrigation project came into operation in 1933. The 
Madras Government in 1938 sanctioned the Papanasam hydro- 
electric scheme. Other interesting projects are the Ganges 
Canal hydro-electric grid project, the new power-stations at 
the Shimsa and Jog Palls in Mysore State, and several hydro- 
electric schemes undertaken by Hyderabad State In accord- 
ance with the recommendations of the Industrial Commission, 
the Government of India undertook m 1918 a comprehensive 
liydro-electric survey of India which has revealed various in- 
teresting possibilities, especially in connexion with the Hima- 
layan watersheds and rivers. 

The foregoing survey reveals the rich and varied character 
of India’s natural resources. It is a commonplace remark 
that while nature has showered her bounties on the country 
with a liberal hand, man in India has failed to profit ade- 
quately by them, so that the contrast between the bounties 
of nature and the poverty of man is very striking.. 


" Population 

Total population. — The total population of India (Includ- 
ing Burma) according to the census of 1941 is 388,800,000, 
British territory containing’ 296,000,000 and Indian States 
. 93,000,000. With an area of about half that of the United 
States, India has a population almost three times as large. 
§lo. Population and density by provinces and States. — We 
have already discussed the general factors which influence the 




§}G rectors determining density of population — Tl e »r*n*f:e 
ders tj of jmp t m Inti a is I'lo pt mor « per pquvc ni l<? 
The ft ml var e from tri t to tnct from D b Cme-m leitut*) 1 
n Baluchis an to 4 WO n the rural parts tl tl o =nn 1 v>e> 
ooa t (*ee Maj TV) In most parts of Inft a tl e h "1 cst den 
6 ty of populaton v oild mpi re shout 40 in cl e of armti l - 
r> nfall In i( r cases it l as been yos bl to remedv d i 
c en y in ra nfall ty irngat on Rut taVmg the country as 
a wl ole irnnt on plays a nei,l ble part in detenu n n<* 
dens tv A far mo-e important factor u cnnCgurnl on \Vtcre 
the surface of the so 1 is for f every jncl of land i \y be 
colt tat d bo that a very dense populat on cm be mt «ta nod 
If the surface s -uneven w th h Ils and vail \ cult vat on 
ft fault and poj ulat on wd! bo sparse The natur f tl *> 
sol sobnoulj another important factor Tract most far 
numbly tnated in re nect of ra nfall conf mimt on n 1 so 1 
natomllv ftpvelop the h ghost dens ty a w the c se of Bengal 
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and the United Provinces with their vast sketches of level 
and lich soil and adequate rainfall. Sometimes a paiticulaily 
unfavourable climate cancels all other advantages and we get 
low density as in Assam. 

§17. Occupational distribution . 1 — About 70% of the people 
of India obtain their livelihood fiom agriculture and allied 
occupations. Industries support about 10% of the population, 
but the bulk of these are engaged m unorqaiuzt J industries 
connected with the supply of personal and household neces- 
sities and the simple implements of work. Organized industries 
occupy only about 1*5% of the people. Trade and tiansport 
absorb about 8%; and administration and protection of the 
country about 1*5%. These figures are sufficient to illustrate 
the usual statement that agriculture forms almost the sole 
occupation of the people of India-. 

§18. Towns and villages . 1 — The mass of the Indian people 
being agriculturists, it is natuial that we should find a great 
‘predominance of villages over towns. A bare 11% of the 
Indian population are town-dwellers (a town being taken to 
mean a place inhabited by not less than 5,000 persons, or 
possessing -some form of municipal self-government). There 
- are only 2,575 towns as compared to jiearly seven lakhs of 
villages. In England the proportion of the town-dwelling to 
the total population is 80%; m the United States, 56%; m 
France, 49%; and in Germany, 46%. 

The present excessively uneven distribution of the people 
between town and country, with only a negligible proportion 
living in towns, is an index of general backwardness. Civili- 
zation and progress have always originated in towns and 
radiated from them into the countryside. A greater develop- 
ment of modern industries would biing about an increase of 
the town population, and theicountry would progress more 
' rapidly not only in an economic sense but also culturally. 

§19. Sex-distribution. — Another characteristic of the Indian 
population is that males outnumber females, there being 940 
females for every 1,000 males (according to the census of 1931) 
in spite of the fact that females are constitutionally stronger. 
■ The explanation is that in India the mortality among females 
is higher, and this is usually attributed to early marriage and 
excessive child-bearmg combined with unslrilful midwifery. 
§20. Productive or working population. — The commonly ac- 
cepted limits for the pioductive or the working population are 


1 Detailed figures according to tlie census of India (1011) are not so far avail- 
able 
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letitpui th o! 15 tmd Cd .11 roropi- In InUi »J ojl 
•tc and 1111 apacit j to- „ork "P!«'t <■ !«, lh ' jin’ 11 * “J" 
to 40 On this basis th* worUnO pomil ition in IndnH 
(,{ thP t/itil m against C<1% in I ncland and 5'i‘ v J in Trane* 
§21 Birthrate and dt3th-rate — H c In.i^in birth rath a"a 
j L aib rate are among the bighe-it in the w< rid (abou k oo f*r 
thousand and 2-> ptr thousand re*pe« tmhl A huh ard on 
checked birthrate i* usually a^cnied with a high death 
rate In European rountn s -ern rally tl ere u a s * ri ^T^ 
tendency for both birth rate and death rate to decline The 
huth rate 19 declining hecauv, pcop’e marrv late and regub'e 
the size of their families The children being fewer, can 
be better locked after and therefore a largo proportion grew 


up to imuhnod lo Indu the d ath rate in general u very 
high owing to the poiert} and the low sitalitv of the people 
and it i3 particularly hi„h among infants and females Early 
man-ages are an important contnbutii g f trior beetu.se they 
sap tie vitality of the mother and the child n consequent!? 
weak and liable easily t succumb to an ailment Insanitary 


habits ignorance of I etlib la is and unskilful reidwifcrv make 


§22 Population problem In India — B°twecn I'll] and 1941/ 
the Irdiin |» nutation mrreoftd from obout 31o to about S’ 5 ® 
millions 1 e bv about 15% Tlie rocrea-e of nearly CO lilih 
lions m ten years although not great tn proportion lo the total 
population w none th lea-, stupendous in itself Can India 
reallv rapport a growth of pojiuhtion on thi» scale n The 
population is not far behind that of China so that India now 
stands second in the list of all the countries in the world in 
the number of her inhabitants 

In Part I Chapter \I {f> we bare explained the term 
Over population as population in excess 0 f the optimum, 
though of courae nobodv can pretend to be abla to say exactly 
what tlie optimum would be under a given set of Circum 
stances If are cannot say what figure corresponds exactly 
to the optimum population, we also cannot pronounce a dufi 
lute opinion as to whether the actual size of the population 
in India liwis not in excels of the optimum But though 
on exact statement is impossible, we can make a reasonably 
sound guess on broad general ground®. 

If in jitiy country (1) there are no considerable preventive 
checks to the growth of population (u) if further there are 
no prospects of any sudden aad extraordinary economic d^ve 
lopment, and lastly <m) if the positive checks are unmistakably 
in operation (1 e there 13 a very heavy death rat*, particularly 
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infantile death-rate) , we may justifiably conclude that the 
country *in question is suffering from over-population. Tv e 
shall consider the position in India along these lines. 

1 That there are no important preventive cheeks in operation 
in this country can.be easily proved. In India practically 
everybody marries, and marries as early as possible. Religion 
encourages marriage To avoid social obloquy most girls must 
marry before puberty. Amongst Mohammedans also early 
marriage is equally common. The joint-family system encour- 
ages early marriage because it is not necessary that everybody 
' who marries should be able to earn his livelihood : wife and 
husband can be supported by the other members of the joint 
family. The very poverty of the masses makes early marriage 
necessary; for a wife is necessary as a household drudge and 
often helps the husband in work in the fields and other out- 
door occupations. Children may come, but the standard of 
life is so low that it does not cost much to rear them. Many 
die for want of caie and proper nourishment, and, those that 
survive are compelled to work and pay their way as soon as 
practicable. In the long run it is of course wasteful to society 
thus to foice children to face life without any particular 
training. But 'the poor man cannot afford to take such long 
views. He is guided by what is immediately advantageous, 
however slight the advantage derived may be. The upshot 
of the whole matter is that the check to the growth of popula- 
tion due to abstention fiom marriage or its postponement is 
practically non-existent in India. It is therefore not surpris- 
ing that* the Indian birth-iate is one of the highest in the 
world 

As regards the possibilities of economic development, much 
no doubtean be (lone in the way of improvement of agricul- 
ture and industrialization. But even a superficial examination 
of our problems of agriculture will reveal the fact that there 
are. many serious difficulties and obstacles to contend against^ 
and progress must be slow. Similarly in the field of industry 
we have to reckon with the fact fliaf other nations have gone 
far ahead of us. and it is a task of no mean difficulty to 
compete successfully with them. Even supposing we can shuts 
out foreign goods by tariff barriers, our progress is not likely 
tube very rapid because there 3re other impediments besides 
foreign competition: our own deficiencies regaiding labour 
and capital will take a long time to oveieonie. Even the 
mew optimistic anion c ns will agree t ba t the country cannot 
hope for any such phenomenal increase of wealth as wsa 
'witnessed m England as a remit of the Industrial Eei elution 
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and as ooiild suffise comfortably 1) »Wb *'• unrMlnc!** 

“‘“SfrefflXiSt'lIre cliCaU frequent natations ol eniaumcs 
UU nUnit and influenza earrf off large numbers o! freopM 
from time to tune Even olbemise At mortalilt rate 1« ore 
ol the highest in the murid and is particular!! heatv among 

infants ^ of 4 fU , e r ,f over population are thu* 

eoen to be present m India and taking into account tM 
present conditions and the possibilities of economic advance 
in the near future wl mav *a> that Ind-i would he a better 
country for its people to live in if thtv bred at a considerably 
dower rate than non 

A definite movement toward' art fie al birth-control ! * 
taking place in tho country and enlightened public opinion 
u. making the demand that the Government should help the 
movement by propaganda and bv such measures as the cstab 
hshment of birth-control clinics wb°re information and advice 
regarding methods of birth-control can 1 e given to the people 
Side bv side with deliberate restriction ol numbers it v* 
of the higlie t importance that even effort should be directed 
towards agricultural and industrial progress and the raising 
of the standard of living Similarly the indirect bearing © n 
the population question of public health measures and tie 
spread of education and culture to which reference was mad* 
in Part I Chapter VI should not be forgotten in considering 
the problem of population in Indio 


Economic VsrEcrs op ti ie Social and Reuoiocs 
Institutions , ' 

§43 The taste system —The various aspects of Indian econo- 
mic life have received their peculiar shape and mould from 
the characteristic social institution* of the people 1 

One of these institutions is the caste system At oo e 
time perhaps the ca^ta s\otem could be defended as making 
for economic strength and efliciency being based on tho pnn 
ciple of division of labour Al»o it worked well when there 
were only a few distinct occupations proficiency in which 
msinlv depended upon manual dexterity which could most 
conveniently be handed down from father to son Jsow with 
the appearance of numerous occupations and the advent of 
machine-v, mere manual dextentv has become comparatively 
less important and the caste system is more a hindrance than 
a help It tends to prevent a man from following his natural 

* See S3 
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bent in selecting Ins profession, and this is undesirable from 
tbe individual as well as the social point of view. Some castes 
are regarded as lower and some as higher. The occupations 
of the former tend to be looked down upon and this fosters 
m attitude of mind opposed to the principles that all honest 
labour is equally honourable, and that inferiority and superior- 
ity are not questions of birth but of innate ability which is 
not the monopoly of any particular caste. The caste system 
in its present form is' a source of social and political weakness, 
and the sooner it disappears the better it will be for the nation. 
Western education and culture should weaken the caste sys- 
tem. But there are other powerful influences — such as the 
scramble for political power ensuing from every forward step 
in political reform — which seem at present to be emphasizing 
the caste differences. 

§24. The joint-family system. — The joint-family system is 
another characteristic of Indian society. , The jomt family 
has of course some good points. Every member of the family 
is looked after. Widows and orphans find a natural shelter 
in the family. In these circumstances the State is required 
to do less than in the West for those who are helpless. When 
a large number of people live together as they do m a joint 
family, there is a saving in household expenses. In many 
ways the joint family at its best fosters the virtues of self- 
discipline, sacrifice, obedience and reverence. But the great 
objection under modern conditions to the joint family is that 
it stifles individual initiative and encourages drones lacking 
in the sense of self-iespect and responsibility. At present, 
owing to the fact that individuals have very often to leave 
the family fold in search of a livelihood and owing to the grow- 
ing influence of Western individualism, the joint-family system 
is gradually breaking up. 

§25. Indian laws of inheritance and succession. — The Indian * 
laws regulating inheritance and succession present a ■ great 
contrast to the English law. In India landed property is 
distributed among a number of heirs. In England, owing 
to the system of primogeniture, land is concentrated in the 
hands of a few people. A Wide diffusion of property and 
wealth appears to be more in consonance with ideas of social • 
equity than its concentration. But in India the principle 
of equal distribution of •wealth is seen to lead to such evils 
as the excessive subdivision and fragmentation of land. It 
is also commonly regarded as discouraging large-scale enter- 
pi ise by pi eventing the accumulation of much capital in the 
hands of a few persons. 
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beet in selecting Ins profession, and this is undesirable from 
the individual as well as the social point of view. Some castes 
are regarded as lower and some as higher. The occupations 
of the former tend to be looked down upon and this fosters 
an attitude of mind opposed to the principles that all honest 
labour is equally honourable, and that inferiority and superior- 
ity are not questions of birth but of innate ability which is 
not the monopoly of any particular caste. The caste system 
in its present form is' a source of social and political weakness, 
and the sooner it disappears the better it will be for the nation. 
Western education and culture should weaken the caste sys- 
tem. But there are other powerful influences — such as the 
scramble for political power ensuing from every forward step 
in political reform — which seem at present to be emphasizing 
the caste differences. 

§24. The joint-family system. — The joint-family system is 
another characteristic of Indian society. , The joint family 
has of course some good points. Every member of the family 
is looked after. Widows and orphans find a natural shelter 
in the family. In these circumstances the State is required 
to do less than in the West for those who are helpless. When 
a large number of people live together as they do in a joint 
family, there is a saving in household expenses. In many 
ways the joint family at its best fosters the virtues of self- 
discipline, sacrifice, obedience and reverence. But the great 
objection under modern conditions to the joint family is that 
it stifles individual initiative and encourages drones lacking 
in the sense of self-respect and responsibility. At present, 
owing to the fact that individuals have very often to leave 
the family fold in search of a livelihood and owing to the grow- 
ing influence of Western individualism, the joint-fanuly system 
is gradually breaking up. 

•525. Indian laws of inheritance and succession. — The Indian 
laws regulating inheritance and succession present a great 
contrast to the English law. In India landed property is 
^distributed among a number of heirs. In England, owing 
to the system of primogeniture, land is concentrated in the 
hands of a few people. A wide diffusion of property and 
wealth appears to be more in consonance with ideas of social 
equity than its concentration. But in India the principle 
of equal distribution of wealth is seen to lead to such evils 
as the excessive subdivision and fragmentation of land. It 
is also commonly regarded as discouraging large-scale enter- 
prise by preventing the accumulation of much capital in the 
hands of a few persons. 
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520 Religion and economics In India —It is oftei suggested 
tb3t oar r-e-ent coon nit bickvardre s i-> «1 t car oti ti- 
world!} Tell nn and the fatalistic cit W wh H it engenders 
We are -o roach epgro_ ed with the salvation of our foul nttef 
death that we negk t 10 make tb* b of oar h*e on thu 
phntt It can hovever he ca ilv proved tin Cuns*iani*V 
aU is thcr world' «n th* em t i v at Hinduism and Islam 
are other world!? jnl i t it Ism ( r *-\ent 3 tlie [rogre<* 
of tht Christian nat « in the ar ? of material civilization 
W o must furthee r mb*-r that in tue r« t the Indian people 
have figured n li t n a great empire builder* conqueror? 
and coloni7ers The r acbic\eua«'ts m the here of the posi 
tise sc em. s. like mail ematica and as«ionomv have also been 
far from t '■gli.-illt, on 1 tl product? of the Ind n craftsman 
bad at one tune world wide fitne and circulation AH thi* 
would not have been ptssiM* if it had been true that Indian 
fij tr tual tv had p->ralv&rd eronomu, and other secular activitv 
lunun„ to prr-<.nt-d coriitims sonic of the «. nmunitie-' 
(like the Wan* arte Jan s I hati-s Ivho)3? Mcmo n s and 
Bohra t which have Lik n the ro t actjie pel ,n tl® 
commerc a) and indu ia! I fe of the countr and shown the 
greatr l enterj r c are mu n„ tbe mo»t orthodox nd the !ea< 
toncled lv intern sr«ptiu*m and free thirking 

The truth of tbe matter is that the economic motive t« 
quite aa powerful m India es m the Wt«t The spirit of 
Utalutie rc« -mation which « holding it in cL»ck i» due to 
b stomal and political cau ex and ba virv little to do with 
the teachings of religion People ncce«anlv become fatali tic 
When political and other cord t on are such that nobody can 
be certain of reaping the fruits of his labour When condi- 
tions become more settled and satisfactory the natural impulse 
of man to create and enjov tbe good things of 1 fe asserts itself 
If religion seems to discourage this impu! e it is itself changed 
by the process of re interpretation— by reading new meanings 
into old texts This is wbat has happened m Europe and 
this is also wh3t is happening in India Are not many thought- . 
fnl Hindus di-covenng that some of tbe characteristic doe- 
trees of Hinduism like the karma doetnne, do not inculcate 
renunciation but on tbe contrarv favour energetic endeavour? 
Are not some Moslems similarly discovering that the Koran 
does not really forbid tbe taking of reasonable interest on 
monev lent? 

In short it is wrong to single out religion as a special mfl J 
ence m India making for apatbv and indifference to material 
i}TfvfffiAs. O Own wfl-wn/wa, ra qeVnca’i auarchv *haTe 
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played a far more important part in creating such an attitude. 
Calamities like famines, and diseases like malaria and hook- 
worm, which lead to low vitality, -must also be held largely 
responsible for the chronic apathy and pessimism of the people. 
Now that peace has been ’ established and we are learning 
more and more how to control disasters like famines and to 
check the ravages of disease, a more hopeful outlook on life 
is becoming possible. 


SUMMARY 

By ‘Indian economics' we mean the study of present economic conditions 
If the study is to be intelligent, it must of course invoke the aid of general 
principles of economics. 


Economic Geography 

India ia a world in itselj with an area of 1-57 million square miles and 
having a population of 3S9 mill ions. She has extensive land frontiers and a 
long coastline. Her natural boundaries — the mountain ranges in the north and 
the two great arms of the Indian ocean in the south — stand out prominently. 

India, enjoys a favourable geographical location as regards the rest of the 
world and commands trade routes in all directions. She suffers, however, from 
a deficiency ‘of natural harbours. A vigorous policy of harbour development, 
including the revival of old neglected ports, is desirable. 

The shipping position in India as very unsatisfactory and there is a great 
need for building up -an Indian mercantile marine. 

Inland means of transport are m a better condition. A network of rail- 
ways and roads connects the ports with the inland trade centres, and there 
are navigable rivers like the Indus and Ganges in Northern India. Rural 
transport is however, in a backward condition, and more feeder roads and 
railways are needed. Means of communication like the post and telegraph 
are fairly widespread. The telephone is restricted to large, towns, and wire- 
less has only just- begun. "With the spread of improved means of transport 
and communication tho economic isolation of the rural areas is disappearing 
and the whole country is tending to become one economic nnit, which in its 
turn is linked with the rest of the world. 

India falls into three icell-marhcd divisions - 

(i) The peninsula, lying south of the Ymdhyas and flanked by the coast 
.ranges known as the Western and Eastern Ghats, is triangular in shape with 

Cape Comorin as its apex The peninsula is not so well served by rivers as 
Northern India.' Its principal products are millets, rice, oil-seeds, cotton, 
sugarcane, tea, coffee and spices. 

(ii) The hido-Gangctic plain lying between the peninsula and the Hima- 
layas, being traversed by the Indus and Ganges river systems is very fertile 
and supports a dense population. Its rivers are perennial and navigable. 
The Gangetio plain produces wheat, barley, millets, sugarcane, oil-seeds, jute, 
indigo and opium. 

(iii) The Himalayan mountain range of the north, which dominates the 
Indo-Gangotic plain, constitutes an impregnable barrier and exercises a deci 
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.nfluence on econom c and t am a. respect of climate refill vegetation 


aad forest resources 

The Ind an el male is semi tropical The rami ons m temperature are 
moderate in the peninsula In the north however there are exutoes of heat 
and odd There are three seasons «a India a od dry sea n (win « a 
wet sultry season and a hot drv a ason 

Ths ran/alf show* strike,, varatons from one part of the country to 
another and s aessonal n ta character Ind a has two monsocc* the a nth 
west monsoon uh h g ves t the n nfat\ to the country and the nor-h 

east monsoon wh ch ac oun a f r the rema n og 10 o The former wh ch 

lasts from Jane to 8cp ember a of great r imp-nan e to th \!e tern Ghats 
ana and horthern Ind a wh le the la ter which v s J Inha from October 
to December g res a gjnd dial of ra n to n rtb and sooth Madras Ba nfall 
vita ly affects economic 1 fe m India Certa n regions li« the Western 
Ghata and A tam are assured of [lent Ini ra n Other parts 1 he the Bombay 

Deecan and Dda par are le a fortunate whil *t 11 o hers 1 ke Upper 6 nd 

are almost ramie a 

Indian so7# fall into three classes ( 1 The alluvial trarts as in the 
Indo-Osn,e c plan are scry fertile and grow most of the ert pa ( ) The 
D-ccan sp as ta the Bombay Pres den y and parts of the Central Pro- 
vinces and Berar odudes the b ack cott n sol w able for eot.cn and jowar 
and fin) Crystalline noils as ux Mad as and Mjiore ata oomparat velj 
infer or though certain Tanetiea are very f it le 

Indies m tvral wealth covers I sli rau.e inclid ng coal iron man 
gauese gold petrole m saltpetre and salt The mimral depos ts are not 
jet fully exploited They are aufficiect to maintain most of the key Indus 
trios and are pros ng to be valuable during the present war 

Coal run ore end ol are perhaps the most important minerals in modem 
industrial life lad an coal s unevenlv d tnbuted the deficiency being 
specially marked in the peninsula There are r h iron ore deposits in Bihar 
and Orissa I and the ton and steal industry has a br ght future before it 
The principal mlfitlit he in Assam The heavy ihcrea e in internal demand 
nerees tstes lar 0 o imports of petroleum and petrel espec ally from Burma 
* Another important m neral is salt wb Ji has four main soure s sen salt 
reek salt tnne salt and sa t bnne Three-fourth3 of the salt consumed n 
produced in the country it^lf In respect of salt Inha may be expected 
in the future to beer me largely self-sufficing owing to the protection given 
to the Ind an industry 

India a trjeMble resource! are neb and varied She produce food gra M 
(nee wheat millets elc> spicea au-arcane tea coffee nil-amta cot.cn 
jute india-rubber etc 


jut /««« resource* are a great national asset the forest area accounting 
for one-fifth of the total area The maul f rest products are t mber fir wood 
bamboos lac and tanning mater ala Since ISM the Berest Department 
has been msde regions tie for the conserrat on ef forests which fall Into 
Ibree classes O Reserved fj) Prelected » B a f u ) Unelas-ed The Torest 
Research Inst tut* at Debra Dun is doing useful research work 

An «at» espeajtlj dmeslic srnmsis Ike eon, buffaloes bu Mm goats 
and sheep jjj a xvluatfe part m «- * -- - - 


» economy of an agriculture! eouotry 
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Altliougli several sources of power,' such as coal, wood fuel, oil and 
alcohol, ovist, the greatest promise is held out by hyiro-clcclnc power schemes, 
several of which are already m operation in the Western Ghats, Mysore, 
the Punjab and Madras. , 

Tho natural resources of India are considerable Much, however, remains 
to be done before they can be said to have been properly developed. 

Population 

The total population of India is 3S8 8 (1011). The average density of 
India is 195 persons per square mile It is more in some provinces, less 
in others, depending on rainfall, irrigation, configuration, soil, etc 

About 70% of the people are directly or indirectly occupied in agricul- 
tural pursuits and only about 10% m industry. Organized industries occupy 
only 1-5%. As a corollary of tins v.e find that only 11% of the people live 
in towns and the rest in rural areas ' Such a distribution of population indi- 
cates economic backwardness and is unfavourable to general progress 

There are more males than females because of the greater mortality among 
females. The productive or icorl.mg part of the population may be put ab 
40 % 

India has a very high birth-rate with its usual eoncomttant of a very high 
death-rate The death-rate is particularly high among women of reproductive 
age and among children. 

Between 1931 and 1941 {lie population increased by nearly 50 mflltons. 

No preventive checks being in operation, and economic development m 
proportion to an unchecked growth of population being unlikely, deliberate 
restriction of numbers would be desirable Strenuous efforts to expedite all- 
round economic progress, to raise the standard of pubhc health and of educa- 
tion are equally necessary. In an indirect manner they are calculated to 
facilitate the solution of the problem, of over-population. 

Social and Religious Institutions 

The caste system is a prominent feature of Indian society. It may have 
been useful at one time, but it is now an anachronism and a source of 
weakness ' 

A similar statement can be made about the joint-family system, which 
runs contrary to the spirit of modern times and which on the whole serves 
to weaken the incentive for economic effort. 

The Indian laws governing inheritance and succession make for a wide 
diffusion of wealth On the other hand, they lead to excessive subdivision 
of land and prevent large accumulations of capital. 

Indian, spirituality and othcr-rcorldlmcss are often cited As causes of 
India’s economic backwardness This is however not altogether a coirect 
view. If the principal religions of India are other-worldly, this is also true 
of Christianity as professed by advanced Western peoples. But Western 
peoples are progressive whereas the Indians are comparatively apathetic and 
pessimistic This difference in attitude is more dne to such factors as tho 
troubled political past of India and the excessive susceptibility to diseases and 
visitations of nature, than to the influence of the dominant religions of India. 



ECONOMIC TRANSITION IN INDIA 
Economic transition in India — W e hare already dealt 
with the general stages of economic development and with 
the social and economic effects of the Inda trial Revolution 
in England 1 We 'hall now -ttempt a brief survey of the 
fundamental changes in the economic structure and organiza- 
tion which hare transformed conditions of life and labour in 
India daring the la t hundred tears Although the forces 
m operation have been partly those implied bv the phrase 
Industrial Revolution the changes have not been so com- 
plete and revolutionarv m their character as m the case of 
England The old order of things has not vet altogether lost 
its vitalitv especially ra the rural areas Economic Tran- 
sition is therefore a more appropriate phrase than Indnstnal 
Revolution for describing the changes in the economic struc 
ture of India We have the old and the new economic o*-der 
existing side hy side m India 

52 Characteristics of the old economic order — Monson 
divides the countries of the world into two broad categor es r 
namel\ (0 tho~e belonging to the old economic order, that 
have not ve f pa« ed through their industrial revolution (e g 
India Egypt and some countries of eastern Europe), and 
(n) tho^o belonging to the new economic tvpe that have 
accomplished their industrial revolution (e g , England Ger 
many and the U S.A ) 

(i) The charaeteruhcr o/ the countries belantjuij to the 
old economic order are as Jollotcs <o) The predominance of 
custom and status over competition and contract (l) The iso- 
lation and economic self sufficiency of the village commum 
ties primarily on account of defective transport and com 
uvnmcatioo ( c ) The predominance of agriculture over other 
occupations and the consequent preponderance of the rural 
over the urban population <tf) Simple and rudimentary dm 
won of labour owing to the narrow s^e of the market (r) 
Small scale industry of the handicraft and cottage mdustrv 
type </) Ab ence of money economy and the prevalence of 
barter (g) Undeveloped credit and the prevalence of usury 
<u) In contrast with the*e are the following character 
nsticj o/ the countries beionjtnp to the new economic order 
t {a) Ireedorn ot contract and free play of competition 
‘*T»rtI ch u JIU15 



25 


- E C O X 0 Vt I'O TjR A X S 1 T I 0 X I 31 INDIA 

(b) Close interdependence between the different parts of the in- 
dustrial world, made possible by highly developed transport 
and communication; (c) Importance of manufactures and com- 
merce and the predominance of the uiban over the agricultural 
population; (d) Advanced division of labour facilitated by the 
growing extent of the market and use of machinery ; (e) Large- 
scale industry requiring huge capital outlay and the concentra- 
tion of labour in large factories and industrial towns; (f) 
Prevalence of money economy as opposed to barter ; (g) Deve- 
lopment of credit and banking and the absence of usury. 

The above is not a hard and fast classification, and most 
of the countries in the first category are showing a tendency 
to pass into the second one, and in some of them, as m 
India, the change is already plainly visible. India is now 
in a state of economic transition and exhibits in varying 
degrees characteristics-appertaming to both types of countries. 
The trend of development is, however, towards a growing 
predominance of the second type. 

-§3. The old economic organization in- India: the village. — 

India in the past was mainly a land of villages and she still 
is today. The isolated and self-sufficient village was the unit 
of .the old Indian economy. The typical Indian village is an 
aggregate of cultivated holdings with or without some waste 
area attached, and usually it has a central site where the 
dwelling-houses are congregated, with the lands of the village 
spreading out in a senes of concentric circles. The village 
often has ,a grove, and some kind of public office where the 
village officers keep their books and conduct their business. 

There are two mam types of village constitution in India • 
the ryotwari or severalty village, and the joint or landlord 
village. In the former, land is held separately by each culti- 
vator, who pays his land revenue direct to the Government 
(as, e.g., in Bombay, Madras and Berar). In the second 
type , which prevails in the United Provinces and the Punjab, 
the land in the village may be owned by a single individual 
landlord or a body of co-sharers who are jointly responsible 
for the payment of land revenue . 1 

Whatever the type, each village was in the past an entirely 
self-sufficing unit containing within its bounds all the labour, 
capital and skill necessary for its agricultural and industrial 
activities. The inhabitants of the village fall into three groups : 

(i) The agriculturists — who may be divided into the 
land-owning and the tenant classes — form the bulk of the 

1 See also eh iii, §32. 

! 

{ 
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ullage population Land holdings are usually 'mall and are 
cultivated by the fanners with the help of members of their 
families They undertake the risks provide their own capital 
or borrow it from the village money lender, and occasionally 
exchange their prodoce in the nearest marlet for salt and 
other small necessaries and luxuries which ore not available 
in the village itself 

(ill The tillage officer t — Each village ha3 its own officers 
and the village was and to this dav remains, the unit of 
administration in India The principal village officer is the 
headman — the patel or lambardar — who 13 a hereditary officer 
responsible for the peace and order of the vdlage and the 
collection ot revenue He holds a plot of land called tcaton 
land as remuneration for his services Then there is the village 
accountant or scribe — stvled the kulkarm (talati) or pat wan — 
who keeps, the village records and accounts * There is also a 
watchman or chowkidar who has to report crime arrest 
''fenders and help the polwe Lastly, there is the village 
messenger Most villages had in the old d\ys their pan- 
chayats bodies of village ciders v ho settled disputes aDd 
generally held the village community together 

(in) The village artisans — Each village poioeaaes it3 com 
flement of artisans — a carpenter a blacksmith, a potter, a 
cobbler, a money lender (who is generally al-o a wholesale 
gram dealer) a goldsmith an oilman, etc The arti&ans are 
the hereditary servants of the village They are given houses 
m the village and are rewarded bv a regular annual rerun 
Deration of service land or gram Since the market for the 
good3 produced by the artisans is limited there is an imperfec* 
division of labour, and rural industrv is of a very primitive type 
H Life In the old village — Each village was almost self 
supporting independent excepting in the matter of salt 
and a few other luxuries purchased at the village fair or 
Drought in by the lament (caravans) The village was forced 
o bo self-snpportjng as it was cut off from contact with the 
wWK m aDci exchanges were confined to those things 
( *-tin be Carne ^ by men and pack animals Good roads 
ed Th eice P tjon of the Mogul military roads) hardly exii-t- 
and li e WPrc on5 y a fcw “afar*! watenvava like the Indus 
UDdevelrtTv.^'^T' a ? d “ terD31 trade in consequence remained 
its own EaPil TlJla = e W3a therefore, compelled to make 
a aacSth^SL! ® ents , satwfT aU Jl,? requirements It led 

famine it SZESa* ltf « normal times hat in tunes of 
11 “Stably suffered acute distress 1 
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1 'Another featuie of village life vras the rare use of money, 
most' of the exchanges being in kind. Grain being umvei- 
sally desired it vras the standard of value. The rate at which 
payments to village artisans were made was determined bv 
a complicated but well-understood set of village customs. In 
fact, custom rather than competition was the principal regu- 
lator of all the economic relations. Labour was immobile 
owing to the influence exercised by -the joint family, the 
caste system and the general conservatism of the village 
people. There was a stronger sense of unity and solidarity 
than now exists. Tor instance, village tanks, temples and 
roads were kept m repair by communal labour, 1 e. free labour 
supplied by the villagers themselves. The weakening of this 
corporate life is one of the most disquieting featuies of village 
life today. 

t Custom and status held sway over the villageis’ lives 
Custom (i.e. conventions based on habit), which was opposed 
to change of any kind, determined lent, wages and prices 
under the old economic older in India. Birth m a particular 
caste and family determined once for all the status of the 
individual in society and deprived him of freedom of contract, 
v §5. The village in transition. — The organization of the village 
community and its economic life are undergoing a change 
as a result of the new forces called into existence by admini- 
strative centralization, the growth of individualism due to the 
impact of Western civilization, and the revolution in transport 
and communications. Modern administrative centralization 
of revenue, police and justice has led to the weakening of 
the old village autonomy; the influence of Western individua- 
lism has brought about the disintegration of the old corporate 
feeling in the Indian village; and the revolution m transport 
due to the construction of a network of railways and roads 
and the introduction of the motor-bus has broken down the 
isolation of the village. 

The principal features of the village m transition may now 
be’ briefly indicated. 

In the first place, the old self-sufficiency of the vtllaqe 
has broken down. The village now buys fiom outside cloth, 
kerosene oil, alumminm ware, sugar, tea, matches, umbrellas, 
scissors, bangles, sewing machines, etc. In its turn the village 
now grows various products for the market, and exchanges 
with the outside world are now becoming more characteristic 
of the village than self-sufficiency. 

The nature of the famine calamity has also been' trans- 
formed with the possibility of importing food from distant 
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places Formerly famines were those of food as 'Fell as of 
money These have been replaced by famines of money, i e 
a famine nowadays means high prices (scarcity prices) and 
temporarv unemployment m rural areas, and not starvation 
Although there may be no food in a particular village m'a" 
gnen year tins deficiency can ordinarily be made good bv 
transporting it from other areas 

Barter has ejtren Seay to money economy thanks to the 
growing frequency of exchanges with the outside world and 
the remittances of tho e who go outside the village for employ 
meut Land o- venue and other taxes rents interest on loans 
and wages are now largely paid m cash The old customary 
payments in grain for services rendered by artisans, etc still 
continue to some extent, but their importance has greatly 
lessened 

The tillage people arc now less stationary and often migrate 
to towns to supplement their incomes The mobility 13 due 
to economic necessity and has been facilitated by improved 
means of transport 

Custom and otatus are gradually being supplanted by com 
petition and contract The institutions of caste and the joints 
family svstem have weakened to some extent Bents, prices 
and wa r ea are coming more and more under the influence of 
competition Been competition among tenants for land has 
necessitated tenancy legislation to protect their interests 
This change has been quickened by the spread of Western 
civilization the growing use of money and the development 
of communications , 

56 Transition in agriculture and village crafts — (0 Agrteui 
ture has been commercialized and the village has been linked 
with the whole country Even world markets arc now acces 
sable to the Indian farmer for agricultural produce such as 
cotton jute oil-seed* wheat and rice The opening of the 
Suez Canal in 1869 has helped to establish world wide mar 
ke*s for agricultural produce Another tendency js for differ 
«nt regions to specialize in different crops, e g Bombay m 
cotton, the Punjab in wheat, and Bengal in jute The 
substitution of n on-food crops like cotton and jiite for food 
eroy* has resulted from the commercialization of agriculture 
and has called into existence a new complex marketing orgam 
cation at the ports and inland trading centres controlled by 
a Bjjcoial cia- s of middlemen, wholesale dealers and exporters 
The pressure on land has tner eased and (and-kQldwgi are 

* Soo eh tui JJ 
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being increasingly divided , though the old agrieultmal prac- 
tices still continue. 

(ii) The village crafts are in a state of transition. Cheap 
imports of machine-made goods, cloth, aluminium ware and 
kerosene oil have adversely affected the spinner, the weaver, 
the potter and tlie 'oilman. All the village artisans are no 
longer indispensable. Some of them like the carpenter and 
goldsmith have improved their position by migrating to towns. 
Those who have been unable to do so are pursuing then old 
occupations under increasing difficulties. Some have given up 
their hereditary occupations and joined the ranks of day 
labourers in the village itself or have migrated to towns. Al- 
together rural industry is in a depressed condition, and the 
problem of its revival is not easy to solve . 1 
§7. Towns and industries in the old economic order. — Al- 
though the great majority of the Indian population lived m 
villages in the pre-British period, the development of towns 
was by no means negligible. Some of the towns, like Benares 
and Allahabad, were places of pilgrimage, others like Delhi, 
Lucknow, Boona and Tanjore were the seats of courts or the 
capitals of provinces. Some like Mirzapur and Bangalore 
were coinmeicial centres. Town industry was more advanced 
and adopted a more minute division of labour than lural in- 
dustry. It was also well organized into guilds of artisans. 
The nse of money was more frequent, and credit instruments 
like hundis were in common use. 

In the past, 'according to contemporary standards, India 
was a great industrial as well as a great agricultural country. 
From very ancient times the fame of her arts and crafts had 
spread far and wide. The main industry was the textile. 
‘Weaving was the national industry and spinning was the 
pursuit of millions of women’ (B. C. Dutt). The more im- 
-portant centres of the cotton industry were Dacca, Lucknow, 
Akmedabad, Nagpur and Madura. There were also metal 
industries, the manufacture of arms, shields, enamelled ware, 
jewellery, and -gold and silver thread, stone carving, tanning 
and leather works, paper-making and perfumery. Ship-build- 
ing was in a flourishing condition and the iron industry had 
attained a high level of progress. 

§8. Causes of the decay of old Indian industries. — The decline 
-of the handicrafts may he attributed to tbe fpllowing causes : 
(i) The disappearance of the indigenous i courts , which 


1 See ch iii, 515; ch. iv, § 514-10. - 
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deprived beveral mda tne3 of the patronage of the courts and 
of the nobility 

Ui The operation of adverse foreign influences — The 
e tabli hment of British role indirectly weakened the power 
of the o'd guilds and brought about a change in the tastes 
of the people especially of the educated middle class, who 
id pu.d the standards of the ruling ra*.e and favoured articles 
n Western manufacture 

(iu) The policy of the East India Company and the 
British Parliament — Before the adoption of Free Trade by 
(neat Britain about the middle of the nineteenth century, 
Indian industries were subordinated to British industries 
(under the < Id colonial policy) and were snbjec*cd to heavy 
taruT< n Great Britain 


(it The competition of machine made goods — The most 
importan reason for the decay of the old Indian Industrie® 

the competitnn of machine made goods imported from 
Great Britain and from other countries which had already 
i mpleted their industrial revolution The revolution in trans- 
it t in India effected by railways and roads intensified this 
competition 

(v) The lasser fa re policy of the Indian Government — 
Lntil recently (practically till the outbreak of the war of 
1911 Itj) the policy of the Indian Government was that of 
leaving indn try to its own resources M the same time the 
railways facilitated the import-, of foreign manufactures on the 
ot>-> hand and the exports of raw materials and foodstuffs 
on the other hand 

Ml these factors produced a far reaching change in the 
economic life of the country With the decay of the mdi 
genous industries there wa, progressive ruralization, almost 
three out of every four persons coming to depend on land 
(whereas formerly perhaps 60% depended on land and 40% 
on industries) The foreign trade of the country expanded 
(tl e bulk of the exports being agricultural products and the 
buU of the imports manufaclnred good ) and thus there was 
a one s dM development of the national economic life 
§9 Transition In Industries —From the seventies of the last 
century when the industrial portion m India may be «aid 
to have been at its lowest tfce re has been a gradual and conti 
duots progress of modern organized induces of the Western 
type The way was l<*d by Bnti h bu me°s men and Capitalists 
m Hu jlantahqp industries (tea coffee, indigo) This served 
a* a stimulus to commercial ch^-e, in India especially , n 
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to other parts of India and vanning for itself the position of 
the industrial capital of India. Its principal industry, the 
cotton mill industry/ was started about the middle of the 
nineteenth century. At about the same time another im- 
portant textile industry, the jute mill industry, was established 
round about Calcutta in Bengal, the capital and enterprise 
being European The industrial revolution later spread to 
the mining industry, and to various other mdustnes such as 
cotton gins and presses, steel and iron, nce-huskmg and grind- 
ing, and oil mills. Progress was at first slow. The swadeshi 
movement* (which began in 1905) and the war of 1914-18, 
gave a stimulus to industrial development. The adoption of 
the policy of discriminate protection m 1923 has given a fur- 
ther incentive, although even today barely 1-5% of the popula- 
tion is engaged in organized industries. 1 The present war 
has imparted a considerable fillip to the industrial development 
of India. 

The economic transition described above has, to some ex- 
tent, promoted the growth of towns m India. Railways and 
navigation, the growth, of new industries (e.g. the rapid rise 
of Jamshedpur m Bihar due to the Tata steel and iron indus- 
try) and administrative centralization have in general made 
'for urban development, though it has been very slow as 
compared with the rapid urbanization in Great Britain after 
her industrial revolution. Even today the urban population 
is only 11% of the total population in India. The diversion 
of trade routes and the decay of handicrafts have caused the 
decline of some towns, but on the whole the forces mating 
for then growth are asserting themselves. 

§10. Conclusion. — To conclude, -India is passing through a 
stage of economic transition. If we look at towns like Bom- 
bay and Calcutta we _ find that they display something ap- 
proaching a full development of economic conditions as found 
m the most advanced countries of Europe. On the other 
hand, in the vast rural areas the old order, while it- has been 
shaken, still shows great vitality. The general tendency is 
towards the establishment of conditions similar to those pre- 
vailing in countries that have accomplished their industrial 
revolution. Modern industrialism in India, as in other coun- 
tries, has been followed by certain evils, such as overcrowding 
in factory towns, the decay of cottage industries, and the ex- 
ploitation of the labour of women and children. But we need 
nor conclude that these evils are unavoidable. It is quite 

1 For a description of some of the more important organized and collage indus- 
tries and of the work of the Tariff Board, s-ee ch ir, §£7-19. 
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jrt>e iWe to deal ivjtb than effectively ly legislation and id 

other wajs 

SUMMARY 

Ini a ha* been pissing through * r^es* of economic fra »'f o > dtinOt, 
tho bat hundred years X uodsroenUl chinas n her ecooomi structure tod 
orguuzston have taken place in consequence u! the a 4 vent o{ tfco fo™» 
nnpl c t in the term Indus tr a l I evolut on Tho pice of tins revolut on has 
bomever been »W as compared « th that of tho revolution in England 
And InJ a today ahons the c h*r* terist cs of ccnntr ca list 1 »ve not yet 
completed their ndustml revolut on and also of those that hare completed 
it Thus tho f re of compet t on u mailing itself felt more and more but 
custom ia by no means dead The economic moist on and aelf-euffic *ncy of 
lbo dingo have been weaVened but they ora not altogether things of fbe past 
X,ar B e scale n lustr ea I be the cotton mill industry have come into existence 
but the old v llaga Industrie* 1 are not Wo altogether extinguished The 
n«* of money s growing c frequency * thont however completely euprUntwg 
barter sud pare cute n kind Tor example tho vtllare artisans «ud men *ls 
are et 11 general j fid i« kind for the services rendered by tk m (o the 
vi! »,« eommoo ty 

T1 e general trenl of events « however f r the newer f r es ibcraosutglv 
Vi as tt th ms Wes 

Tho Iran lion n tha old aclf auQcient end self govern ng Man tlliffe 
las bef brou hi sbo t by the revolution ia tramp rt (r» Iways road tn trr 
t ansport t le-wsphs etc ) adunn strstrre central ret no and in general by 
the impact of \\ estero c »il sat on and ind v dual sm , iqr culture has been 
com me mis red mi tbo farmer now grows largely for tho market and jro 
p. rts from outs de some necessaries 1 Hi cloth »nd o 1 and a fe v sample 
Tuxnres V Uajt nlutlrci hate on- the whole been adversely aff-eted by 
tbo comped t n of marl n e-rrude goods and are in a stagnant <*W t on tod*J 
lniui in Vn pert was both a monu fotivrutg aci on ejr eu tural win try 
*h* we* famous for her sk H n arts and crafts In text I « m a! sterol 
csrv n,, embroidery Iron and steel manufacture and eh pp ng 1 ar ous 
adverse nflarners an h as the d appearance of the old oiurts and thmr 
patrons e changes in taste heavy tariffs ta England nn Indian manufactures 
and tb« leuicrle re and tree ir da poley fed owed until recentlv by the 
tod an Government brought about the decay rf many ot the indigenous md 1* 
tn s »nd tel to Inrrea o. trrahial on of tho country thus add ng to tl« 
pr»»n re on tf* land gui» tl 0 sc vent ev of the last century there has been 
•omo growth of modem organised Urge scale ndustr es s rh as cotton jute 
m oil* steel and iron Tor a long l roe th s growth was *1 w but o*ft)g 
V<* &« atnanl is et the -war and tbe J«1 ey of ducr m sale protection adopted 
n 1133 more eneeurs-’inj; progrwa has been In ev dene* In recent y a**, 

I tnstral and cwomcreul towns U. Bombay CaVnfta CaWnpnre and 
s Jau-.leVr «re fa t g-t Ing Wretere red asl cred lions ef If and labour In 
tbem are be ng rs! eally treosf nnrt Tie v.vt crowervtt ve rural areas are 
bowerrr el an- o onlv v«- gral aflv and s II dfeplsv mans fcat-wr* f 
the old reasnrey 
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AGRICULTURE 

§1. The importance of agriculture in India. — As we have pie- 
Tiously slated, nearly three out of evety foui persons m India 
depend upon agriculture for Their livelihood Although agii- 
cultuie is our principal national industry, it mat be spoken 
of as one of our depiessed industries consideimg the low 
vield per acie, the small, scattered, uneconomic land holdings, 
the indebtedness of the peasant, and the defectite marketing 
organization. 

Agricultur vl PRoDrcnox 

12. Statistics of area under different crops in British India. — 

•Of the total atea m British India according to village papers, 
namely 511*9 million acres m 1939-40, the aiea undei toiest 
accounted for GS-11 million acres (13*3% of the total area), 
the area not available for cultivation for 89*31 million acres 
<17*4%), other uncultivated land other than cnuent fallows 
for <9J*19 million acres (19%), fallow land foi .47-33 million 
acres (9-3%), and the net aiea sown with eiops for 209*96 
million acres i(41%). The total sown area, including areas 
sown more than once, amounted to ‘244*57 million acies. 01 
fins the area nrigated was 55*08 million acres. 

India has a wide range of agucultural pioduction. with a 
preponderance of food over non-food ciops, and a certain tend- 
•encv for non-food crops to displace food ciops. Agucultural 
pioduction provides practically all the food-grams consumed 
in the country, j-ields large quantities of law materials like 
cotton, jute and oil-seeds loi the principal manufacturing 
rndustiies, and is the'mam source of our export trade. Theie 
is some room foi extensive cultivation, -hut much moie foi 
intensive cultivation. 

M3. A survey of the principal crops of India (see Map V) — 
(A Food crops. — {a) Rice is the leading crop of India and the 
staple food of most of the people. It accounts for about 29% 
of the whole cultivated sown area. Bice is grown extensively 
in India, especially in the wet and moist legions. The prin- 
•cipal iice-gi owing piovinces are Bengal, Bihar, Orissa and 
Madias, other rice-giowing provinces being the United Pro- 
vinces. the Cential Provinces, and Bombay. Bice is a winter 
crop, being mainly harvested in December and January. 
There are different varieties of paddy grown in different parts 
of India, and the Imperial Council of Agricultural Besearch 
3 
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has in recent jcira intended research "ork on rice Since 
the separation of Burma India a esjxvrts of tic* have become 
negligible indeed she ha« to import a considerable quantity 
of rt«> mostly from Burma 

(!>t Wheal -—Next in impori me. »<> rice m acreage I* 
wheat which covers about 11% of the total cultivated area 
It is a rubi crop sown from October to December and liar 
lusted from March to Mai Wheat is the staple food of the 
l^mjile in the Punjab the I'm ted Provinces and the North 
Vtsfc Prontier Proximo risen here it is grown mainly for 
export The principal wheat producing provinces in Indn 
are the Punjab tin United Proviucis ihe Central Provinces 
and Berar Central India States Bomba' Bdiar and Orissa 
the first t«o accounting for nearli two-third of the total 
irea lxxporta of Indian wheat which were considerable in 
the 'car before the war of 1911 18 have latter!' been almost 
nominal owing to the uneconomic cultivation of "heat abroad 
md tbC increase in the "heat rating population in India 
itself In recent 'can the grower of Indian "heat had to 
be protected b' a high unjioit dul' as rheap foreign "heats 
especial!' Australian were flooding the markets \\ ilk, the 
de'elopmeUt of Sukkur Barrage irrigation in Sind and the 
newer Punjab canal <n tomes the area under wheat js expected 
to expand 

<c) Barky is grown chiefly n\ the United Frovuicea and 
Biliar and senes as food both for man and cattle , 

(d) Millet* (jotetfr and bajra ) — These two varieties of 
the Indian millets constitute an important group of food crops 
for the masses in Madras Bombay Deccan, and the adjoin 
mg districts of Hyderabad They also supply valuable fodder 
fir the agricultural cattle Both jownr and bajn are exten 
Mid' grown especialti in the Deccan Bajra i i kharsf crop 
wh k jo" ji is both a hhanf and a rubi crop Lxports of uni 
lets are inconsiderable 

(e) Puhts are extensively grown throughout India and 
figure prommentlv in the dietary of the people The' are 
cbieflv grown m the United Provinces the Punjab Bombay 
the Central Provinces and Bengal Gram the principal 
pu! e and about half of it is raised in the United Provinces 
The large internal demand accounts for the small exports 

Fruits and t eg < tobies condiments and spices etc — 
The Indian fruit mdustn is not well developed owing part!' 
to small internal demand due to the poser tv of the masses 
and partly to defective packing transport and marketing 
mithods Tlie Agricultural Department is now paving greater 
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attention to these matters and notable success has been 
achieved in the Peshawar valley. Condiments and spice* 
such as pepper, chillies, ginger, cardamom and betelnut are 
chieflv grown in (he extreme south of India, though certain 
varieties are cultivated every wheie. 

(<j) Sugar . — India was probably the original home o« 
sugarcane, and ha* a larger area under it than any other 
country. But the poor yield per acre and the large internal 
demand, lack of protection against imports (e.g. from Java), 
and defective organization of the Indian refined sugar industry . 
necessitated in the past large foreign imports, Howevei . 
thanks to the grant of protection since 1931 -2, and the keen* 
interest in cane research taken by the Imperial Council oi 
Agricultural Research, India's sugar industry has made rapid 
strides and the country has become almost fully self-sufficient 
m respect of iefined sugar: indeed in recent yearn the sugai 
industry has had to face over-production and take measures 
through the Sugar Syndicate to restrict its output. The bulk 
of the sugarcane is at present used for manufacturing gur or 
gul (unrefined country sugar) The chief cane-gro\vmg pro- 
vinces are the United Provinces, the Punjab, Bihar, Orissa. 
Madras and Bombay. 

(li) Non-food crops. — (a) Oil-sccds . — India glows a variety 
of oil-seeds, such as Tinseed, sesamum, rape and mustard, 
groundnut, coconut, castor, cotton-sced, moicra, mger, cori- 
ander, cummin, ajtcan and hardi. Oil-seeds are an important 
group of crops and account for nearly 7% of the total cropped 
area. A large quantity is exported annually, although increased 
competition in foreign markets has adversely affected the 
exports in the post-war period. It is felt that India has not 
yet learnt to make the best use of her oil-seed resources, 
though attempts have been made to develop a local oil-crushing 
industry 7 . Groundnut is the most important of the oil-seeds. 
The chief oil-seed-growmg provinces are the United Provinces, 
the Central Provinces, Bihar, Orissa, Bombay, the Punjab 
and Madras. 

(b) Fibres, such as cotton and ]Ute, constitute an impor- 
tant group of crops. 

Cotton is the leading fibre crop. There is a considerable 
area under cotton, giown mainly in Bombay, the Central 
Provinces, Berar, Hyderabad, the Punjab, Central India States 
and Madras. its a cotton-producing country India ranks next 
to the United States of America. Indian cotton is mostly 
short-staple, and i« not suited for the manufactuie of cloth 
of higher counts, such as that produced by Lancashire mills • 
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* and Wncan cotton are oipenor to Indian c ittAn 

rf spt»ot Tbe \gricnUnrrfl Department h dmn„ a great 
i.al to improve indigenous \anetn* a nd to nroans^i. tit* 
nltn^iii n of superior «i e \nuncan varieties in India (e * 
in si dv \ttempta are nl-o being madt »*> increase the Yield 
p, r acre There n a 1 irgr export trade m nvr cotton abou 
mi id the crop hem c -*nt ont m normal ears Jaywn and 
t,hma and to Mine extent tbe continent il countries of 
Europe are the boxer of Indian cotton The conditions 
ircatid b' t* » pi«H war h»v* rr ulted m the W of tie 
continental nd Japaric** markets for Indian cotton Tie 
grower of ft irt ^nd hir tiple col ton hit in «m**i8i*np, 
been adxer^h affected ind a campaign to •ab-'Uiiie ►noli 
cotton b' food crop* i«* now iltMil in full swing m tbe fOtn 
tn IVf re the present war there was. a considerable inerea*t 
in the i-onstimpti >n of Indian co'ton in 1 ancaJure mdl and 
tl ii tend ntv i* exported to be strengthened with the increa^d 
suppH of long siajili cotton in ‘hnd lb Indian teUnd 
(.otton Iciitinittee wliKh was e tabh led in 1021 to ensure 
a elver ouch b. tween tlie \_rnul u*nl Department and tie 
loitot) rtaiic hjvjnu a „rea{ deal to earn our atiproreu/ent* 
uid to prom >te suit- hi, legislation Tbe La*t India Cot to t 
Trade ^sociation was formed tn 192J for tie improvement 
of the cotton trade * 

Ind j is tbe world s so’e producer >f rule The cultiva- 
tion i restricted to tbe C anges Bralunaputra delta ui Bengal 
\sj~aiii Bihar and Orissa Tbe sod here n enriched bv 
•lUovnl deposits sn ted to grow this exhausting crop with tut 
am expenditure on manure The exports both of raw jute 
and of jute manufacture* are i leading item in ojr export 
trade of equal unj«rt#nc<- t-> cotton The jute industrY was 
in a depre-s-ed condition owing to tbe severe 'lump m {trices 
and the general trade <liprr'<ion and tbe acreage under jute 
was conudvral H curtailed Owing to fluctuations in the price 
of raw jute and the demand for it daring tfie pre*e»* war tbe 
Government of Bengal lias recently (1<MII adopted a pobev 
of ccmpulsory curtailment of tbe area under jute 

(c) Indigo his had a Ingblv chequered his ton Until 
tbe competition of cheap German fcrntbetic dves began the 
Indian indigo mdo tn was jn a Sou ri Jung condition and 
was responsible op to I*t07-& for more than lialf the value of 
dicing and tannirg material* exported 5 nice th<*n bo h the 
export and the area under cultivation have cenousjv dwin- 
dled and tli® folure of the industry » uncertain Salrttion 
li**s in cheaper reduction both as regard, cultivation and 
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manufacture. Indigo is cultivated in Madras, the United Pro- 
vinces. Bihai , Orissa and Bengal. Biluu is the most important 
piovince from the point of view of foreign trade. 

(<f> OphniK — The area under opium has declined pro- 
gressively as a result of the policy of the Government of India. 
Bv international agreements all exports have been stopped 
except for medicinal purposes. The internal consumption of 
opium is also strictly controlled. The cultivation of the poppv 
is earned on under a system of Government licences m the 
United Provinces. 

(r> Coffee is an exotic plant in India, and k m.unlv 
grown m Mysore State. Madras, C'oorg, Cochin and Tr.ivan- 
core. The competition of cheap Brazilian coffee in Euiopean 
mnikets has adversely affected the cultivation of codec m 
India 

t /} Ten . — With the exception of China. India i-. the 
largest tea-pioducer m the woild. The tea mdustrv . which is 
the leading plantation industry m the countiy, has enjoved a 
long spell of prosperity with growing internal consumption 
and foreign expoits The principal tea-growing areas are 
Assam, Bengal. Madras, Punjab (Knngru). the United Pio- 
.vinces and Tiavancoie. There is a ven large export of tea. 
especially to the United Kingdom, which takes about 90% 
of the Indian exports Since the world economic depression 
this country has found it necessary to co-operate with other 
tea-pioducing countries of the woild and adopt a scheme of 
restriction of output and of exports The Indian tea industiv 
has considerably benefited by the present war. 

(<j\ Tobacco . — There are two principal centres of the 
tobacco industry, eastern and northern Bengal, and southern 
India. The leading tobacco-growing piovmces aie Madras. 
Bengal, Bibar, Orisra, Bombav , the United Provinces, and 
the Punjab. The bulk of the tobacco is consumed locally, 
though Madras has a considerable expoit trade. Increased 
consumption of cigalettes has encouraged the opening of a 
number of factories for the manufactuie of cigarettes in India. 
The Agricultural Research Institute at Delhi is devoting its 
attention to the question of improving the quality of Indian 
tobaccos. The heavy import duties on foieign tobacco and 
cigarettes, which aie still Iinpoited in latge quantities, aie 
.expected to stimulate the cultivation and consumption of In- 
dian tobacco. . i 

r Oi) Fodder crops . — The area devoted to these crops is 
inadequate m view of the large number of agricultural cattle 
'needed in India. The principal aieas aie the Punjab, Bom- 
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bar and the United Provinces The Ip.enltund Defartment 
13 giving much attention to the question of growing ano 
storing fodders , 

ti) Rubber, which is an important raw matenal » tM 
industrial economy of today is grown mainly m southern 
India Most of it is exported India s 'hare in wo-ld pro' 
dnction « very small „ , 

§4 Low yield of land and Its causes — Ihe weld per acre of 
land in the case of aimer! all crops is much lower in Indu 
than m countries wheit agriculture is better organized For 
instance the weld of cotton per acre in India vane* between 
75 and 100 lb of lint cotton as com jnred with 180 lb in tbe 
USA- and 300 to 400 lb in Egypt India a outturn of 
stiga* h stated to be le«* than one-third that of Cuba one- 
sixth of Java, and one-oeventb of Hawaii Tbe causes of 
low productivity are the uncertain character of the rainfall 
floods hailstorms frosts and other vagaries of the dima'e 
damage caused bv wild animals rats locusts and other pes.s, 
inefficient methods of cultivation small and scattered holding , 
and the under-equipment of the sgr cnlturiat Increased irrt 
gation and the efforts of the Agricultural Deportment to deal 
with pest* and to improve method* of cultivation may he 
♦ vpected to improve the weld 

Land vnd its rrocixits 

*■§5 Suhdhtstou ind fragmentation of holdings — V,e shall 
now discuss oar two mam problems relating to land namely « 
subdivision and fragmentation of holding* and irrigation 
One of tbe greatest handicaps of Indian agriculture is the 
endless subdivision and fragmentation of land Not only is 
the total s^e ol the average holding too small, but it is also 
sca’tored m a number of tiny plots situated at inconvenient 
distances from on® another faee Map VX ol For instance 
Ramalal Bhalla found that in tbe village of Bairampur in the 
Punjab 34 5% of the cultivators had more than twenty five 
fragments each A special inquiry into 2,897 villages m the 
Punjab disclosed that 17 9% of the owner holdings were 
under 1 acre a further 25 5% were between 1 and 0 acre* 
Pi 9% between 4 and 5 acres and JS% be'ween 5 and 
10 acre* In the village of Pirnpla Soudagar in tbe Poona 
Putnct Dr-Mann found that 81% of the holdings were under 
10 acres, while no le^s than 60% were le-~s than 5 acres 
The causes o/ subdivision and fragmentation are rn&inlv 
the growing pressure of increasing population on the lied due 
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to the absence of a corresponding expansion of industries, 
the growth of a spirit of individualism responsible for the 
break-up of the ioint-family system, and the operation of the 
Hindu and Mohammedan laws of inheiitance and succession 
and the customs associated with them. It is easy to see 
how the size of the family holding would diminish with 
every division of the ancestral property among all the sons, 
or in general among large number of heirs. Subdivision is 
also usually accompanied by- fragmentation, because every 
sharer usually insists on obtaining a fraction m every lot of 
the family land, instead of being satisfied with one compact 
block. It is clear that these laws and customs are more 
frequently invoked today than m the past owing to the growth 
of population and the failure of industry to expand sufficiently 
to absorb the increased population. The break-up of the 
joint-family system and the growing spirit of individualism 
have also aggravated the situation. 

The evils of subdivision and especially of fragmentation 
are very serioqs. The cultivation of small holdings entails 
waste in a variety of ways. Even such poor equipment as 
the ordinary cultivator possesses, namely a pair of bullocks 
and a plough, is not always fully utilized, and the cost of 
cultivation increases unduly. Sometimes the plots are so 
small that they cannot be properly ploughed and cultivated. 
Fencing, sinking of wells and other improvements cannot be 
economically introduced. There is also a great waste of area 
due to the many hedges, baulks, pattis, etc. The employ- 
ment of labour-saving devices becomes impossible. Great waste 
of labour and time in going from one field to another is 
entailed by fragmentation, which also gives rise to numerous 
boundary disputes. Subdivision and fragmentation in geneial 
■destroy enterprise and impede thorough and intensive culti- 
vation of the land. The cultivation of such holdings is not 
compatible with progressive agricultuie and a high yield of 
land. The great majority of the land holdings in India thus 
, tend to be uneconomic, i.e. unprofitable to cultivate. 

• v' Remedies . — Attempts have been made in recent times to 
tackle the problem on a voluntary basis as well as by the 
method of legal compulsion. The object of such attempts 
is to secure to the peasant an economic holding, which is 
usually regarded as one ‘which allows a man a chance of 
producing enough to support himself and his family in reason- 
able comfort after paying his necessary expenses’ (Fea tinge). 
Perhaps the best thing is J to say that the end to be achieved 
is to arrange the relation between land, labour and capital 
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w* that it will lead to the greatest possible advantage to the 
producer The object ts to pat the rvot in possession of t 
reasomblv -sued holding and to h. Ip Ijim to nnprote hJs 
economic condition m •><* far as this ■ in be done through such 
holdnv* 

Amoiv tlie attempts on a voluntarv bws the mo«t m- 
teie tin w t(ie experiment m consolidation of scattered hold 
nvs b\ the formation of ( o-operativ c Societies for this purpose 
uudti the ni pnes of the to qxnative Department in the 
Punjab since 1'hJi* 1 The eflect of consohd ition of holdings 
in -o t\r as it hi lieeu achieved has been beneficial Lee 
Maps M « and In Land has become more productive and 
valuable litigation and quarrels have decreased and there is 
a keener desire for improvement The pate of consolidation 
is increasing and has been accelerated omn r to the Cotixoli 
dation of Holdings Set (19i6' allow mg compulsion to he 
applied to i siutll md stubborn nnnoritv Lven so there i> 
no f.uirantee tbit in fotuie the work of consolidation will 
not be undone Similar work ha* been dims in the Lrnted 
Promices and the ( entnl Prmime-* vvbiih Jiive followed the 
lead given bv the 1 unjib Madrid has made a small begin 
tung in compel Uiu c u ulid it ion ofln (dings In the llombaj 
I’residencv an un uae-ssful attempt was made m 1927 In. 
tin connexion vv« mav note the S^ncnltural Commission - 
warmn_ that m tiekhn p the proldetu of subdivision md fro„ 
mentitwm gieit caution and the utmost possible consideration 
of the opinions and prejudices of the people affected are ncotoj- 
sjrv Vn eleiin nt of compulsion mav be inevitable It should, 
however t u|v be applied m the list re=ort«to overcome the 
obstftvl s cwvml bv an obstinate mtnoritv of landholders or 
gen mts 

Jf Importance of Irrigation — Indian agriculture cannot b " 
other tlun a o ks <« vqxvtion *n 1 mg as it must depend wcliv 
Rivelv on an uncertain rainfall and it is therefoie nicesurv 


to provide irrizition wherever jmssihle In certain part* of 
Indii such is ^ind Pajputaiu and the south we-A runjih 
whicii are pructirallv ramless cultiv itmn m impossible except 
wittv the help of artificial irrigation In other tarts like the 
Deccan uplands where the rainfall is precarious anil ill-distri- 
buted irrigation is necessary to overcome chrome drought 
me crops tike ace and tugareane require a lar r e and regular 
water supply boa nil or winter crop- which art necessat-v 
« leeit a grown population require artificial irrigation m 
itie an-. nee of winter rams Tile weUfeem„ of the lar^e 
lueses dependent on a 0 rKulture » affected bv the adc.jtncv 
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of water-supply and it is foi this reason that irrigation, espe- 
cially 'in the form of wells and tanks, has been practised in 
this country from times immemoiial. The distinctively BiHish 
contribution consists in tbe laige irrigation works constructed 
for the purpose of utilizing the surplus water of large uveis 
The advantages of irrigation are obvious, numeh . increase 
in the yield of crops, intioduchon of stable aguculture in rtu 
and piecanous tracts, protection and insurance against famines 
and <cai city, larger railway profits in the agncultuial pro- 
vinces like the Punjab. and direct financial gain to the Got- 
etnment. The export trade (for instance, m wheat and cotton > 
has benefited from irrigation, winch has also brought some 
relief to densely populated areas. On the other hand, water- 
logging and salt effervescency are dangers particularly aw>- 
ciated with canal irrigation. These dangers have not always 
been effectively guarded against m the past, so that soils hate 
ioraefimes deteriorated as a result of lingation. The ptovision 
>f adequate drainage in canal tracts and economical ut-e ot 
water are the remedies. 

£7. Main kinds of irrigation works. — The three main kinds 
of irrigation works m India are : (d Wells, (it) Tanks, and 
(iu) Canals. The canals are of tlnee types (a) inundation 
oanals, (6) perennial canals, and (c) storage woik-,. 

(i) Wells. — Well-irrigation is a vital factor in Indian 
irrigation. Theie ate 2,500.000 wells in the country, which 
water about 25% of the irrigated area. Wells are privately 
owned, although their construction is encouraged by the Gov- 
ernment. winch advances takkavi loans and assists jn rile 
installation of small power-pumps and tube-wells. 

(ii) Tanks, winch are a characteristic feature of Indian 
agricultural economy, are highly developed in Madras, wire te- 
ther e are ovei 35,000 of these petty irrigation woiks. On tbe 
other hand, they are hardly known m the Punjab and Smd. 
They need to be further encouraged by the C4ovemment. 
especially whete canal irrigation is impossible. 

(ml Canals are now the most important toinr of irriga- 
tion - in India, .and are specially encouiaged by tbe Govern- 
ment. Different types of canals have been intioduced m the 
various parts of 'the country, (o’) The inundation canals are 
drawn directly from a river without the use of any banage. 
They -are seasonal in their character, obtaining water only 
when the river is flooded and reaches a certain level. Lands 
in 'Sind and the Punjab used to be, and to some extent still 
aie, irrigated by such canals di awn from the Indus and the 
Sutlej respectively. { b ) Perennial canals are constructed by 
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potting some form of barrage acrcxs a river which flaws 
throughout the Year and diverting its water by means « 
canals to the land to be irrigated They are to be found m 
the United Provinces, the Punjab and Madras The Snkfcnr 
Barrage has converted inundation canals into perennial canals 
flowing all the year round as a result of the barrage con 
bt rue ted across the Indus (c) Storage works canola are con 
structed by building a dam across a vullev to store the mon 
soon nun water The water so held is distributed by means 
of canals Such works have been constructed in the Deccan, 
the Central Provinces and Bunddkhand where the rivers 
are not perennial, and therefore necessitate artificial storage 
of water 

§P Classification of Government irrigation works — Until 
1921 Government irrigation works were classified as follows 
(i) Productive (ill Protective and (in) Minor 

(i) Productive i corks were evpected to yield within ten 
years of their completion, net revenue sufficient to cover the 
annual interest charges on the capital investment Such works 
are mostly found in Northern India and Madras In 1938-9 
24 71 million acres were irrigated bv such productive works 
the capital invented in them being Rs 114 crores This was 
the only type ot irrigation works for which the Government 
raised loans 

(n) Protective tcorkt were not expected to be direetlv 
remunerative but rather intended to ensure protection against 
famines in precarious tracts like the Deccan The cost of 
such works was met from the annual grants for famine relief 
and insurance These works arc economical indirectly and in 
the long run The area irrigated by tile unproductive works 
(see below) amounted to 2 88 million acres in 1935-6 the 
capital outlay on them being about Its 38 79 crores 

(ml Minor work* —This was a miscellaneous class in 
eluding mainly old tanks taken over by the British Govern- 
ment Thcv were all financed from revenues 

Since 1921 this old classification, for the purpose of deter 
mining the source from which funds were to be provided, 
has been altered, and it is now possible to finance any work 
of public utility from loan funds The classes of protective 
and minor works have been abolished, and all irrigation 
works whether major or minor for which capital account* 
are kept have been reclassified under two heads (i) pro- 
ducts, ana (lO Unproductive with (ui) a third class e m- 
l racing areas irrigated by non capital workB 
i!>. Growth of Irrtgilta— Tt,.- total capital oaUac on ,m- 
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gation and navigation -works amounted to Es. 152*8 crores 
at the end of the year 1938-9 as compared with Es. 42*4 
crores in 1901-2. The gross revenue for the year 1938-9 
was Es. 13*6 crores, working expenses Es. 4-6 crores and 
the net return on capital 5*89%. The area irrigated In 
Government irrigation works has steadily increased from 10*5 
million acres in 1878-9 to over 32*61 million acres in 1938-9, 
the estimated value of the crops so raised being about 
Es. 109*35 crores (excluding non-capital woiks). The irri- 
gation rates charged vary with the crop grown and are 
different in each province, as well as on the several canals in 
any given province. Thus in the Punjab they vary from 
Es. 7-8 to Es. 12 per acre for sugarcane, from Es. 3-4 to 
Bs. 5-4 per acre for wheat, and so on. 

The area irrigated by Government irrigation works (see 
Map VII) is the largest in the Punjab (12*29 million acres 
out of a total of about 32*43 million acres in 1937-8). The 
percentage of the area irrigated by Government irrigation 
works to the total cropped area was 14*68%. Madras, the 
"United Provinces and Sind are other provinces advanced in 
respect of irrigation facilities. The Bombay Deccan and 
the Central Provinces (excluding Berar), both of which are 
in need of irrigation facilities, are poorly developed. 1 Bengal 
and Assam also show poor development, but their need is 
not so great thanks to more favourable rainfall. The total 
gross area irrigated in British India from all sources amounted 
to 60 (55 million net) 'million acres in 1939-40 — 29 million 
by canals, 6 million by tanks, 13 million by wells and 7 mil- 
lion by other sources. > 

§10 Irrigation policy of the Government. — The British Gov- 
ernment inherited from its predecessors some of the present 
irrigation works such as a few inundation canals (i.e. the 
Ganges and Jumna canals) in Upper India, and storage works 
and tanks, especially m the Madras Presidency. Prom the 
middle of the nineteenth century the Government began to 
repair and revive the old works. Subsequently, the Govern- 
.ment adopted a new policy of constructing and maintaining 
productive irrigation works, by raising loans for the purpose. 
The Famine Commission of 1880 recommended the construc- 
tion of protective irrigation works as a measure of famine 
protection (e g. in the Deccan), but progress was very slow 
on account of their heavy cost. A new chapter in the irriga- 
tion policy of the Government was opened in 1901, when the 
Irrigation Commission of that year made a- series of recom- 
mendations with a view to extending as fast as possible .the 
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lialf to two squares, 01 ' about foity to fifty acies, huger grants 
being made to hereditary landloids of substance and status, 
and to enterprising men Of means. Giants weie also made 
in recognition of special civil and mihtaiv services to the 
Government. What, was once a tieeless waste land has thus 
been converted into flourishing canal colonies. The peasant- 
proprietor, who holds nearly 80% of the land, is the back- 
bone of 'these colonies,, of which the three puncipal ones are 
Lyallpur, Sbabpur and Montgomery (othei colonies being the 
Sidhanai, Sohaj Pam Jhang, Chunian, Upper Clienab and 
Upper Jhelum). The aggregate area of land coveied b\ tliem 
amounts to five million acres (see Map YIID. It mnv be 
added that the Government of the Punjab deVives a substan- 
tial net revenue froth these colonies which, in the words of 
Mr M. L. Darling, ‘have, m fact, opened foi the Punjab an 
era of prosperity undreamed-of in tbe past’. 

Labour, Equipment and Organization 

§12. The Indian agriculturist. — Having considered land, we 
may proceed to deal with other factois of the agucultuial 
oi rural economy of Tnd.ia, namely, labour or tbe agnculturist 
himself, Ins equipment, and the organization of his business. 

It is clear that efficient agriculture depends laigely upon 
the qualities of the farmer As things stand at present the 
Indian cultivator or ryot must be acknowledged to be inferior 
in point of intelligence, enterprise and capacity for labour to 
tbe European or Arneucan farmer. His inefficiency is not, 
however, looted in tbe natme of things, and is laigely to 
be attributed to adverse factors such as clnonie drought, 
pressure on land, lack of education and sanitary amenities 
in tbe rural aieas, the load of indebtedness be has io cany, 
•and the caste system. Glowing tributes to tbe caieful hus- 
bandry combined with hard labour, peiseveiance and fertility 
'of resource of the Indian agriculturist have been paid 'bv 
foreign observers like Dr Voelcker. 1 At the same time we 
must admit that, geneially speaking, he is lacking in origi- 
nality and initiative and is too closely wedded to ioutine aiid 
tiaditional methods and practice's. His conservatism is often 
an obstacle to reform and progiess. It is necessary to im- 
prove both the farmer and bis environment so that each may 
help the other. A comprehensive scheme of rural education 
suited to the rural environment and needs, providing foi the 
, education not only of children but also of adults of both sexes. 

1 See §25 
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JS Out first reform needed Tho radio the cwem* the 
lantern exhibitions and demonstrations must aU be pressea 
mto the ™ of rural education In the second place, 
eamtary conditions m. villages must be improved bv the provt 
sion of good drinking water, medical aid and unproved hous- 
ing To overcome the farmer s conservatism it is nece^sarv 
to aim at closer contact between village and town bv mean> 
of better roads and communications and an efficient postal 
system It is olao nece-sary that absentee landlordism should 
be discouraged and the landlord induced to take a more act ive 
and per -coal mteres* m the village agricultural improvement 
513 Agricultural technique methods of cultivation —The 
Indian agriculturist for the most part follows method® of 
extensive cultivation which are unsuitable m view of the 


smallness of the average holding In this respect Japan and 
China present a marked contrast agriculture in the^ coun- 
tries being earned on verv intensively and thoroughlv almost 
like gardening The salvation of the Indian peasant ties sum 
iarly in adopting intensive methods of cultivation This 
involve® more expenditure on permanent improvements and 
irrigation more efficient cultivation careful selection of seed 
a better system ol rotation of crops and adequate manuring 
The value ol pure seed of good quality is great A certain 
number at seed societies and seed farms exnd but thev need 
to be multiplied m all parts of the countrv 

The application of manure and fertilizers is essential for 
increasing the neld of land Alternative forms of fuel 
through afforestation should be provided in order to en'nire 
the fuller use of fannvard manure and prevent the n-e of 
cow-dung a* fuel Manure pits in villages should aho prove 
useful In carat and other irrigated areas fertilizers like 
ammonium sulphate bonemea! fish manures and oil -cakes 
are being used in graduallv mcrea-mg quantities thanks to 
the propaganda work of the Agricultural Department 

514 Equipment — (i) fmplemcrts — The Indian agriculturist 
‘dill largely uses his old and simple implements which are 
«heap light and portable easv to make and to repair Im- 
proved implements are however necessary to increase the 
prodoetmtv of the sod Iron ploughs improved harrows 
krc* 5 seed-drills and folder-cutters «ngareane cru-hers email 
pumping roarhroerv and wate- lifts have been introduced to 
some extent but much still remains to be done in this direc- 
tion It i« dear that American methods based on jjn exten 
srre tn>e of agncul*ural machinerr are ill suited to a countrv 
of *eni!l peasants Co-operative and jont farming, however 
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would make possible to a limited extent the use of such 
machinery. The Agricultural Department (through its en- 
gineering section) is trying to popularize the use of improved 
implements. ' 

(ii) Live-stock . — Cattle are the most important part of 
the live-stock possessed by the Indian cultivator They 
supply practically all the motive power for ploughing and 
lift irrigation, and are a principal source of the manure com- 
monly used and the chief means of rural transport. The 
importance of milch-cattle for a mainly vegetarian country is 
also obvious. It must, however, be admitted that the quality 
of Indian -cattle leaves much to be desired. The country 
is maintaining an excessive number of cattle, but they are 
usually so poor and ill-fed that there is a serious deficiency 
of cattle-power. There are large numbers of useless cattle, 
but- religious prejudices come in the way of them reduction. 
Moreover, over the greater part of India there is a shortage 
of fodder from December to July. Incieasing attention must 
be paid to the growing of fodder crops and to the efficient 
storage and economical use of fodder supply Cattle-breeding , 
which is at present neglected, must be piactised more care- 
fully and extensively. The big landlords must give a lead. 
The recent scheme of ‘gift bulls’, adumbrated by Lord Lin- 
lithgow, has served to focus public attention on this very 
, important aspect of the rural economy of India. The Veteri- 
nary Department is doing useful woik in cattle-breeding as 
well as in the prevention and treatment of cattle diseases 
like rinderpest, which take a heavy toll and inflict great 
losses on the farmer. The provision of veterinary aid in 
India is, however, most inadequate and needs to be substan- 
tially extended. 

§15. Rural industries. — Agriculture needs organization as 
much as any other business, but in India it is at present in a 
very bad way both as regards internal organization (i.'e. as 
regards holdings, permanent improvements and subsidiary in- 
dustries) and external organization (i.e. as regards marketing). 

The absence of subsidiary industries which would enable 
the farmer to employ his labour-power more effectively .and 
distribute it more evenly throughout the year, is a source oi 
great economic weakness to the small landholder in India. 
At present there is a large waste of rural labour on account 
of the seasonal character of agricultural occupation. In the 
slack season the agriculturist is practically unemployed. As 
Mr Darling points out, ‘the only way in which a small farmei 
' can keep himself out of debt is by being frugal and m- 



j„«triom ana by lu'in,, a recond trm„ to In* bo* « *a 
Japan Trance lumum and Itih l>atr\ fanii mg 3rd cattle 
breeding are pronit-m e a-* ude-occupations The roU*«ni. 
rural industries may »W> be mentuimd ]»nltrv heepirg tru« 
'rowing market gardt nm e Land hulling s»ncoltiire, IWt 
keening tannin* urn mikm,. Kuuboo and cane "tirk 
rope making niikm„ bub p>«er\ etc U 1 -. ile^r that 
not all of these are suitable for even part of India and that 
careful Ejection basid in intensive regional U’icv* would be 
necessary 

Hand spmni q. a a j*«. ib't rural ndu rv ba« received 
•i good deal f attention lieiaust. of the tontrove-*' which 
lev* i. etitre l in retent tear, round the rharla and if il^ki 
ation with Milutru3 Gandhi the great previa r of the ,.i*~pel 
of the cf at) n It is argued that hand-pinning is punpk 
ei«ili learnt and is capable of bein., taken up and put aside 
aov lime so as no to interfere with ogrictilluri the main 
iccapation of the people On the other hand khsd hr cannot 
ilwurs compete Mieces«fnlh with the ibeiper mill made do b 
wli eh is also cooler and man? attractive However wi long 
as the tanner is not and cannot be supplud with aov < *1 «r 
more remunerative supplementary indu try band pi imng 
iffer* some chance of balancing his budget at the md cf tie 

\ more hopeful solution of the problem lie m promoting 
th establishment us rural in .33 of industries conned ed with 
the prejnration of tlie agricultural produie for consumption 
and export pucIi is cotton ginmn,. deco’-fieation of gnund* 
nuts ncennllin* and huskin^ and ol pressing 
5 If. Marketing of agricultural produce —Die main pis Mem 
of the external organization of agriculture 1 , the nnrke sng 
of agricultural produce to I lit best ndvan* i„e of fie famur 
It is imfortunatcls true that from this point f f view <V 
exi ting marketing system sutfaj^ front several deficiencies. 
The Indian cultivate r is norm ills dependent on the montv- 
lender to wlwm his croji, are often mortgaged m advance 
There are also several profes. lonal dealers and middlemen 
who are highly organized and profit at the expense of the 
caUrvator Other handicaps of the cultivator are low flan 
ward of literacy absence of prnperh regulated mnrkr s and of 
combination among fanners chaotic condition of weight- and 
mea ure* inadequate storage fa^tl ties and defective (omnium 
cations m rural nreaa Owing to his chnmu sh. rtage of 
capital and his inescapable cash labilities like Hnd revenue 
and rent the fanner has to sell m a falling market and «lw 
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fails to get tile bes’t price. The system of sales in the larger 
markets through dalals (commission agents) is also defective. 
Apart- from high biokeruge, there are several unauthorized 
deductions to which the necessitous sellei has to submit. 

It. is obvious that an efficient system of rural marketing 
is indispensable to secure rural prosperity and betterment. 
The two most hopeful measuies of reform are - U > Co-operative 
sale and (ii) Regulated markets. 

(i) (Jo-operative Sale Societies have made some progress, 
notably in respect of the sale of cotton m Gujarat, and Eui- 
natak in Bombay, where the Provincial Co-operative Market- 
ing Society has recently (1941) been established to serve the 
sale societies in the piovmce as a whole There are also Co- 
operative Commission shops foi the sale of wheat in the 
Punj'ab, and societies for the sale of jute m Bengal. The 
Co-operative Sale Society offers many advantages, such as 
elimination of some of the middlemen with their high com- 
mission charges, use of correct weights and measures, piopei 
grading of produce, competitive and fair prices, and advance 
of money against pioduce. The sale movement has, however, 
made only a limited progress, its mam handicaps being in- 
efficiency of management, the fact that the society has no 
hold on its members, and inadequate finance. 

(ii) Regulated markets, such as those established m some 
districts in the Bombay Presidency under the Bombay Cotton 
Markets Act (1927) replaced by the Bombay Agricultural 
Pioduce -Markets Act (1939), and m Hyderabad (1930), Madras 
(1933) and the Central Provinces (1935), aie calculated greatly 
to improve existing marketing organization. Here trading 
takes place under pioper rules and by-laws administered by 
a Market Committee on which groweis as well as produceis 
aie represented. 

Increasing attention is also being paid to the standardiza- 
tion of weights and measures. Beform in this matter is 
necessaiily slow since it has to encounter strong obstacles set 
up by conservatism and custom. 

The Government of India is now devoting considerable 
care and attention to the problems of agricultural marketing 
of India. In Apiil 1934, it appointed Mr A. M. Livingstone 
as the Marketing Expert on the staff of the Imperial Council 
of Agricultural Besearch. A central marketing staff and pro- 
vincial marketing officers have also been appointed, as sug- 
gested by the Boyal Commission on Agriculture (1928). This 
new organization is at piesent engaged in conducting market- 
ing srnveys of the principal crops mrtbe ’different provinces 
4 
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to provide a common basis for future progress Comprehensive 
reports on the marketing of wheat, linseed, tobac no and n«* 
have already been lamed A notable piece of legislation ^ 
the Agricultural Produce (Grading and Marketing) Act U0J7> 
which u intended to secure better returns to the cultivator 
by ensuring proper grading of Im produce An improved 
market news service has been established with the help of 
the All India Radio organization Marketing legislation ba* 
been promoted in several provinces on the advice of the Cen- 
tral Marketing Organization 
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ill Estimates of rural Indebtedness — One of tbe most wri 
on* problems of the rural economy in Indu is the heavy 
burden of rural indeblt dness Tbe Central Banking Enquiry 
Committee (whose report was published m 10J1) estimated 
that tbe total agricultural indebtedness of the British Indian 
provinces was in the neighbourhood of Jis 000 cror**« The 
figures bj provinces are as follows 
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While it is true that the small p»as,mt in India as in all 
other countries will and has to borrow and thit he w"is 
indebted even in pre Bnti b dava rural debt has shown an 
alarming increase especially m recent years It is estimated 
to stand at about Bs 1 200 crores at present It is not how 
ever eo much the volume of indebtedness which gives 
for anxiety as the fact that tbe greater part of the debt is 
unproductive and carries very high rates of interest The 
burden on the peasantry has been made almost unbearable 
owing to the present fall in the prices of agricultural product" 
§1R Causes of Indebtedness —The following are the mam 
causes of rural indebtedness apart from the extreme poverty 
of the masses 

. , W Fxcesstve pressure of Ike population on Vie land and 
atabaiciiiou ana jragmentat,on of holdings —Tbe growth of 
vne population and tbe rural ization Of occupations has in 
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'creased the pressure on land. Far more people have to depend 
on land than are required for its thorough and profitable 
cultivation. Land holdings, moreover, are for the most part 
uneconomic and yield only a small income even in the best 
of years. The decline of' cottage industries and the lack of 
subsidiary occupations have further worsened the economic 
position of the farmer. 

(ii) The insecurity of harvest. — Indian agriculture m pre- 
carious tracts like the Bombay Deccan is a gamble in the 
monsoon. It may be said in general that an agricultural cycle 
of five years gives one good year, one bad and three that are 
neither bad nor good. It is only in good years that the 
peasant can keep himself out of debt. 

(iii) Loss of cattle due to famine and diseases like rindei- 
pest adds to the economic embarrassment of the cultivator 
and often compels him to borrow for purchasing cattle. 

(iv) Excessive love of litigation, and improvidence and 
extravagance have been suggested as causes of indebtedness. 
While the Indian peasant is ordinarily, frugal to a fault, on 
certain occasions like death and marriage ceremonies he spends 
beyond his means, owing largely to the tyranny of social 
custom and lack of education. It is, however, clear that the 
indebtedness due to causes (i) to (iii) is far more serious than 
that caused by the occasional extravagance of the peasant. 

(v) Ancestral debt, which is inherited from father to son, 
may, be regarded as one of the important causes of existing 
indebtedness. 'Innumerable people are thu s borr uin— debt-; 
live in_ deb t-a n d~d ie.in_ jl eb t passing on the burden to those 
■"who follow.’ 

(vi) The modern change in the cultivator’s position. — As 

Mr Bailing aptly remarks, 'prosperity is as much a cause 
of debt as insecurity of harvest’. The establishment of peace 
and order in India, the growth of towns, and the opening 
of world markets to Indian agriculture have made land a 
valuable security for borrowing from the money-lender, and 
the illiterate and uneducated peasant has not been able to 
resist the temptation to borrow. - > 

(vii) The money-lender and the system of usury. — With 
the establishment of British Civil Courts for enforcing con- 
tracts, and the disintegration of the village community, which 
removed all restraint on the money-lender, the peasant’s posi- 
tion -was weakened. High xates of interest and the system 
of compound interest led to the exploitation of the ryots, 
many of whom came to be deprived of their lands. In fait- 
‘ ness to the money-lender it may be said that the high rates 
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In ofisn iWsh« ht.flv to be imiU « in"Oranre 
the ere it risk be runs <?f lostnj, hi* tapita* 

< vn „ /and trrrnvr /u/irjf — Hu Vtvme * ol hnd re- 
venue iiid the ngid.lv of it» collection os wgestodbs K C 
Butt l>»« grated to i0crr.*e tin burden of md. httdn^ in 
both these respects *mc< Mr Dutt « tpue though theircFeci* 
l nw been largclv nullified hi the | resent drpre ion 'Hie land 
revenue astern requm t > be made more ela tie *« that adc- 
«utf and prompt Mi-|«nsmn or remission if Imd re'enne 
could be grnni.il w, Unv^ of toa\ dww * whether due to 


scircitv or fill in ju * * ■* , 

^y> State policy regarding Indebtedness —The grav it j of 
the p hi. m f rural indebtedness was forced on public atten 
tion In tin Lit cm hints Commission < 1 * 7 1> Fmni time 


to time the Govirmnent has adopted various measures to 
tarkw the problem In the 6r*t place it tried to improve 
tin Civil Law ami procedure ngardin,. agricultural debtors 
whoso tools implements and cattle were exempted from 
attachment The Deccan \ 0 nctiHnmt a belief \ct of 167*1 


Vase power to the courts to go behind the contract between 
the agnciilturi-t debtor and the monei lender and to modifv 
it in favour of the tanner bi reducing the rate of interest 


and if neccvxirv bj restoring hi a land The *ct ha- rim 
proud effective and to some extent the facilities given bi 
it have been abused The Usurious Loans Kct con~olidated 


and amended in 1918 seeks to determine the legal maximum 
amount of interest recoverable Regulation of monev lend 
ing Ins been recommended bj the ^gncultnral Commission 
xnd the hcen mg of ro°ne\ lenders In some of the, IVov incial 
Banking Enquiry Committees The Punjab Regulation of 
Accounts Act (19301 requires mon>_\ lenders to use regular 
account books and to furnish to each debtor a statement of 
his account Several of the Provincial Governments under 
tVi» VwA ♦-r.m by tV* tLw.«vc«& TOinivVnes have either intro- 
duced or passed legislation for the regulation of monev lending 
and in some cases for the licensing and registration of monev 
lenders The immediate effect of this legislation as also debt 
relief legislation lias been the contraction of credit available 
to the fanner This n> not altogether undcsinble m so far 
as it checks unproductive expenditure and creates a demind 
for co-operative credit 

A more hopeful solution is debt conciliation on -v voluntary 
basis is suggested bv the Central Banking Fnquiry Com 
irottee This is all the more necessary because the burden 
of past debts has greatly increased owing to fall in prices 
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since the depression. The money-lenders also are more will- 
ing than the}' used to be to accept conciliation of debt by 
arbitrators. This plan is being tried in the Central Provinces, 
the' Punjab, Bengal, Madras, the United Provinces, and m 
some o£ the Indian States like Bhavnagai. 

' Compulsory scaling down of debts is thought to be neee-- 
sarv in some provinces, and has alieady been piovided for 
in ’Madras (1938) and the Central Provinces (1939> In Bom- 
bay the Agricultural Debtors Belief Act (1939'. which has 
recently (1941) been applied to some talukas in the province, 
provides for the establishment of Debt Adjustment Boards for 
settling debts — on a compulsory basis — according to the capa- 
city of the borrower to pay. 

Land Alienation Acts have been piomoted in some pro- 
vinces as in the Punjab in order to restrict the transfei of 
land. This has. however, pioduced adverse reaction 1 ; on rural 
credit and has led to an increase m the number of money- 
lenders exploiting the agriculturists. < ' 

Under the Band Improvement Loans Act of 1883 and the 
Agriculturists’ Loans Act of 1884, the Government advances 
takkavi loans to agriculturists. This system of State loans 
has never been very popular, owing to red tape and strictness 
in recovery. / 

Probably the most promising among the measures adopted 
by the State to deal with rural indebtedness is the supply of 
credit on a co-operative basis through Co-operative Societies 
and Land Mortgage Banks. 

The Co-operative Movement in India 

§20. The Co-operative Acts of 1904 and 1912. — The idea of 
using eo-operation' as a means of fighting rural indebtedness 
m India and supplying cheap ciedit to the farmei was first 
suggested by Frederick Nicholson, a Madias civilian, who had 
made a special study of agricultural and other land banks m 
Europe. In his Bepoit (1895-7) he pleaded powerfully for 
the introduction ot co-operative ciedit societies on' the lines 
of the well-known Raiffeisen societies in Germany. Mainly 
as a result of this, the Go-opeiative Credit Societies Act was 
passed by the Imperial Legislative Council m 1904. It pro- 
vided for the formation of credit societies Rural and urban) 
only, and postponed all forms of non-ciedit co-operation. Any 
.ten or more persons could apply foi registration and foim 
themselves into a credit society, if all of them were from 
the same village, 6r the same caste 'or tiibe, or from the 
-same town. In the ease of rural societies unlimited liability 
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was the rule ntl*- case of urban waeieties tlm noMex w«* 
fcft to the ort <« «f tl e eocicty \11 prc-Gts had to be cameo 
in the ca.e f tt rural souet e* to the r t-ertt fund urban 
soc ettea be n rerp r»d t catrv only m-e fourth of the prof t* 
in ih a wav lb « I M r ^ ll- rvmred wo* 
toff c»} tal b* entr n r fet*3 pa 1 bv >r c 1 « « vea (tbenr 
be ng I na tat ons n th valuv of u indiv dual member * 
shares deports from fc t*ra and I an« from outside and 
avtre to distr) t t) e fu di ms ra -ed an ur„ lormlxTi oaW 
Kegirtrars wert aypon «| n all provinces to eiercise super 
v *uon over tb on.jnual n and to t* ntrol the movement 
Ihe Government -*roc\l certain yovers f r it*clf such a* 
compulsory aud t and ib-oolutra of a soc etr if necessary 
by il 6 Iteg trar T encourage the movement tl e Govern 
joent offered certa i conev*— ons and privileges to the societies 
re g tered und r the \ t such as Mftwj on from tncctno-iax 
stamp dot ea and rc„LUatton fees pn nt ove the ordnarv 
creditors of a rocml'er and the pram to a new society ft 
limited loan* free of nterest for the brut three ‘years 

In everv pornv tl e movement s} owed remarkable pro- 
gress In 191"* fre h 1 g slat on was pa. ed The new Co- 
ope rat ve 8oc etie \«t of that vear recognvicd ron-crcd t 
forms of co-opcrat on alT cling j urchasc wle production m 
sorance hous ng etc It al*> recognised central societies 
suJi m W In ous cons it ng of pr mary somet es for mutual 
control and ertd t (n) Central Hanks con sting partly of 
soc ct s and partlv ot individual* formed for Gnarcirg pri 
marj cred t societ w and (u ) Provincial Hanks cun« sting 
o! rod wduali (aoc cites were later adm it Ml to supply finance 
to the whole mov went in the province ordinarily through 
the agency ol Central Hanks I he Act ot lJi > gave & frc«l 

im[*.ttis to tho cooperative movement and a number of 
"oc et es for the sale of produce catfl in urancc m Ik suppl' 
yarn ailk ajid manure purchase reta ! ng of farm implement 
3nd common n cessane? {consumers stores! were started and 
pitfeputfi He Maolagin Committee appo nt*.d hr the 
Government in 1014 (October) to review especially tl* 6o.an 
c -u a peels of the movement made several useful recommcn 
daticms which have largely determined the orgrvtutat cm c.( 
co-operative finance in the various j rovintes Under the Te~ 
iotss. <af coopers* oh became a prrrsinc al transferred 

sublet under the care ot n mini ter «ome of Use province 
hie Bombay Madras Blar Orissa and Bengal have passed 
separate Co-opcrat ve Sficiet ea Acta mainly based upon the 
framework of the All India Act of 1912 In recent years 
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advancing loans to the members of the Land Mortgage Banks. 
Land-mortgage debentures have been declared as trustee secu- 
rities for the investment of trust funds. 

For big zamindars, as in Bengal and the United Provinces, 
commercial Land Mortgage Banks, organized on joint-stock 
lines, might be started, as recommended by the Central Bank- 
ing Enquiry Committee. 

State Am to Agriculture 

§25 The evolution of the Agricultural Departments. — We 
have already referred to the effoi ts of the Agricultural Depart- 
ments to improve agriculture. We shall now give a further 
account of the relation of the Government to agriculture. The 
necessity of improving the cultivator’s position and the agri- 
cultural system has been definitely recognized by the State 
for a long time. As a result of the recommendations of the 
Famine Commission (1880) Agricultural Departments weie 
established in the various provinces under Directors, Deputy- 
Directors, Superintendents and Overseers m 1884. A stimulus 
was given to the work of these newly started departments 
by the visit of Dr Voelcker, Consulting Chemist to the Boyal 
Agricultural Society, who was sent to India in 1889 by the 
Secretary of State to report and advise on our agricultural 
practice from the modern scientific point of view. In his 
Report, Dr Yoelcker emphasized the value < of agricultural 
-education and improvement. An Agucultural Research Insti- 
tute was established at Pusa in 1908 together 'with a college 
for more advanced training and special short practical courses. 
This Institute was recently (1936) shifted to New Delhi. In 
1905 certain improvements were introduced in the organiza- 
tion of the Departments and larger funds were provided for 
agricultural experiments, reseaich, demonstrations and instruc- 
tion. .The Agricultural College at Poona was started in 1908, 
and in subsequent years similar colleges were established at 
Cawnpoie, Nagpur, Lyallpur, Coimbatore and Mandalay. The 
Agricultural Departments' were strengthened by the appoint- 
ment of agricultural engineers who were to give the necessary 
advice to the cultivators as regards agricultural machinery 
-and its installation. An All-India Board of Agriculture was 
founded in 1905 in order to bring the provincial departments 
more into touch with one another and to discuss questions 
of common interest at their annual meetings, and make recom- 
mendations to the Government of India. The latter’s control 
oyer Provincial Governments has been. considerably lelaxed 
since 1921, when Agriculture became a transferred subject 
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under a minister On the recommendation of th» Koval Com 
mission on Apiculture a big step fonvard was taken 

in 1029 (Julv when the Impend Council of Agricultural 
Research w is KiMiJimI At th<* same time the ndviwirv 
functions of the Agricultural Adust r to the Government of 
India were traiHft md to the n*wlv created Council The 
establishment of th new centril and provincial marketing 
organization lia ulrv tdv bei n r< fcrrrd to The Apicultural 
Departments ar< united and their work supplemented bv 
the Co-operative 1 Apartment and l»v certain bodies like the 
District Yncultunl Av«ouation> A illa^c I plift Committee- 
and Taluka Devel potent Associations as m the Borabav 
province 

Work of the Agricultural Department —The provincial 
Departments of \p, culture earn on <n experiment and 
research on agricultural farms and Uhorator.es (u) organize 
propaganda work to demonstrate and secure the adoption of 
ne^ ^n 10dS and . ,tnF ° u ' d “"P'pnients the introduction of 
a l' r,Hl, V" n and d.vtnhution of pure seeds and 

2?i ">" ■»> •snc'illonil rii.cat.o,, ln ,™ rtr d ,n 

= 

inseparable from Ml Government ”cTi’vmes a .^,1^ 

vatmm and ilhterucv of the rur-.l n* d t,,e con " er 

obstacles in the wav of TUra masses are f»me of the 

bv IU 'tpSu™”™?'.,”?' t r '? 5* ™ L i»w a™ 

iotv ,, to SomV tLlS," tijitso „,a„, 

work throughout India amt it r dmite Agricultural re-a*arcl» 
Departments of A^cnltur®' end help to the provincial 
matters The Council wmisU nf and 'Merinarr 

Advisory Board The Connr.l * * Cr0vernin - Dodj and an 
”1** r ece ^d as grant, f r ‘ m SP ^ “*! * erore of 
d Qr i n „ the first six “ears 0 f STL2? (,Qvernrc ^t of India 
vulture and promoted various* u °“ re 7 arch in »S«* 
development Those ooceL, fS, schemes ? f agricultural 
ncemmg the sugar mdustrv and the- 
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impiovement of tlie agricultural marketing organization 
-deserve special mention. 

§27. Indian agriculture during the war of 1939-45. — On the 
whole the Indian agiicultunst did not benefit by the recent, 
war. Although initially pi ices rose, the loss of the Contmental 
market and moie recently of the Japanese and othei Ear East- 
•em markets has depressed the prices of agricultuial staples like 
■cotton and oilseeds. On the other hand the cutting-off of 
imports of rice from Burma and of wheat from Australia and 
the tiansport difficulties in the countiy itself have created a 
■shortage of food-grains for the population, which is much 
bigger than during the last war To meet the situation thus 
created a ‘Grow More Eood' Campaign was launched in 1942 
hy the Government, who have fuithei undertaken to take 
suitable measures, including purchases m the open market, 
if necessary, with a view to sustain prices of food-giams 
§28 Village uplift. — As the Agricultural Commission truly 
remaik, ‘no substantial improvement m agricultuie can be 
effected unless the cultivator has the will to achieve a better 
standaid of living and capacity m terms of mental equipment 
■arid physical health, to take advantage of the opportunities 
which science, wise laws and good administration may place 
at Iris disposal’. The demand for better life can be stimu- 
lated only by a deliberate and conceited effort to improve the 
general conditions of the countryside where the great majority 
of the people live The responsibility for initiative in this 
matter rests with the Government. What is required is an 
organized and sustained effort by all those departments (e.g. 
■the Revenue, Forest, Agricultural, Co-operative, Educational, 
Public Health, Industries and Public Woiks Departments) 
whose activities touch the lives of the lural population. The 
■sympathy, interest and active support of the general public 
aie also essential. Meie isolated efforts by a few enthusiastic 
and high-minded officials like Mr F. L Biayne, I.C.S. (whose 
name is associated with the famous experiment in rural uplift 
iu tlie Gurgaon District of the Punjab) cannot achieve any 
permanent results., A widespread campaign for rural uplift 
has recently been started in many provinces in India especially 
after the assumption of office by the Congress Party about 
the middle of 1937. Special mention may be made of the 
scheme of village uplift initiated in Bombay in 1933 by Sir 
Fiedenck Sykes as Governor of Bombay. The scheme is 
based on the co-operation between officials and non-officials 
working. through a series of village, taluka and district eom- 
niiftees. Agricultural improvement, ruial industries, rural 
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sanitation education lioo-mj and niral amemte are the 
mam objectives o! the scheme V W»Je *‘«P 
mss recentU ass'll telco hv the I onsnws Ministry ct Bom 
bav The Registrar of Cooperative Societies and Director ot 
Rural Development hag been placed in charge ot Tillage 
uplift activities which are m doe course expected to reacn 
every village trader the guidance of specially trained men 
The Government of Indi3 ha* al*o interested itself in the 
countrywide fQQvement for rural recon traction as may he 
seen from the grant* to the provinces of over two and ft half 
trort 3 of roiiet for village uplift made during the years 1935-7 
We may here point out that although the efforts now being 
made for vilhge uplift de^rve nothing but praise the rural 
problem cannot be solved bv it elf A 8 multaneous effort to 
promote the industrial and general economic development of 
the country Ls al-o neoessorv 

L\m> Tevemt rs Brrmn Iw>i\ 

529 Land revenue history — t*' Hindu jvnod Prom very 
ancient tunes the <ltat< tn India has claimed a share of the 
produce- of the «oil from the cultivators According to the 
Lavs of itanu the king w-i entitled to receive one sixth of 
the gross prodnte i e of ibv grain heap on the threshing 
floor and a higher proportion fone fourth! in tunes of war 
and emergencies Land revenue was paid in kind but pa'* 
ments in money were gradually introduced especially after 
the establishment of Mohammedan kingdoms 

(n) Mogul period — The Mogul did not introduce anv 
fundamental changes in the ancient revenue system of the 
Hindus but merely reduced the Hindu customs to a coherent 
system and introduced regular records and revenue accounts 
In this connexion special mention mav be made ot the fatnous 
Settlement made under Akbir bv his able finance minister 
Todar Mai Land was carefully measured and divided into 
four clas-es the Government s shave being fixed at one-llnrd 
of the gross produce The term of the Settlement was fixed 
at nine years Similar developments took place in the Deccan 
An important and unfortunate change m the land revenue 
system and tenure was introduced by the appearance of revenue 
farming in the declining davs of the Mogul Emp re Under 
this system the task of collecting revenues was* assigned or 
{armed to certain contractors (revenue farmers) who paid fo 
the Government nine tenths of the whole collections and kept 
the re=.t as their remuneration Gradually these contractor* 
con”o\idatea their position and acquired superior hereditary 
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rights to land. The actual cultnators were much oppressed 
under this system, and the net result was seen in the increas- 
ing complexity of land tenures and rights, and departure from 
the former revenue practices, more particularly in Bengal, 
where the revenue farmers assumed za min dan rights. 

(iiil British period . — The task of the British administra- 
tors was thus made difficult, and at first mistakes were made. 
Many years had to pass before a tolerable system was evolved 
for the various provinces. The early confusion was worse 
confounded after the grant of Diwani in 1765 to the East 
India Company owing to Clive’s Dual Government system. 
This was abolished in 1772, and alter several experiments 
the famous Permanent Settlement of Bengal w-as introduced 
in 1793 hy Lord Cornwallis. The zamindars were recognized 
as landlords and the State, demand on them was fixed m 
perpetuity. The results of the new Settlement were not van 
happy. At first zamindars v, ere unable to pay the heavy 
State demand of revenue, and the tenants were greatly op- 
pressed. Laws had to be passed in 1859 and 1885 piotectmg 
the rights of the tenants and preventing their being rack- 
rented and evicted arbitrarily from their holdings. The earl}- 
policy of Permanent Settlement, which was extended to 
Benares in 1795 and to certain parts of North Madras, was 
soon afterwards (1820) abandoned. Subsequent land settle- 
ments in the various provinces ra India weie thus effected 
on a temporary basis (Temporan- Settlements) for periods 
varying from twenty to thiity jears. Thus the settlements 
with the talukdars in Oudh, the malguzars in the Central 
Provinces, the village communities (mahals) in the Punjab 
and in the North-Western Provinces (United Provinces)^, as 
also with the ryots in Madras, Bombay' and Berar were 
effected on a temporary basis. 

§30. What is a settlement? — What is called a ‘settlement* 
of land revenue consists of the determination of (i) the share 
of the produce or the rental to which the State is entitled; 1 
(ii) the person or persons liable to pay it; and (iii) the record 
of all the private rights and interests m the land. In order 
to determine the assessment of revenue there is a valuation 
of the land, the ascertainment of revenue rates according 
to the various classes of land, and the totalling up and adjust- 
ment of them in the various circles and groups of villages. 
This gives the sum payable hy the estate or holding Land 
revenue is collected in instalments, and suspension and remis- 
sion are granted in case of partial or ‘total failure of crops 
and agricultural distress in general. The different bases for 
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iwamp land revenue adopted in the various provinces are 

considered below __ " 

§31 Permanent versus Temporary Settlements —Land reve- 
nue settlements ns pointed out above fall in’o two classes 
according to tbur duration ti* l ermancnt Settlements where 
the Jure of the State w filed m perpetuity a- in Bengal 
North Madras and Benare- and <•»* Temporary Settlements 
where the revenue demand is fixed temporarily for a certain 
period Ths penfid i> thirty year', in Bcvnibav Madras and 
the Lmted Province- twenty vtara in the Central Province-, 
and forty year* m the I*unjab 

At one time there was much controver-\ regarding Per- 
manent versu» Temporary Settlement m India The late 
It C Dutt tlfjotjy advocated its extension all over India and 
Lord Curzon on behalf of the Government of India opposed 
it In favour of the Permanent Settlement it i*. argued ( that 
it ensures a stable revenue 10 the State at a moderate co-t of 
collection and promotes agricultural improvement and pros- 
perity It is al-o free from the evil a— oented with Temporary 
Settlements -neb as harassment cf the cultivator at the time 
of revision the expensive machinery requited for re settle- 
ment impediments to indo-irv and improvement- and 
concentration of power in the hand- of revenue offietal- 
On tlie other hand the most seriou- drawback of Ter 
manent Settlement is the State s sacr ifice of a ll pro-pective 
mcres-e o f revenue from land Tin- ha- been offt of the 
important causes of the financial embarra—men* of Bengal 
It Las al-o been argued that the Termanent ^ttlement baa 
created evil- of ab-enlee landlordism and the State has had 
to jmdertake special legislation to protect the tenants It 
h vs further been pointed out that the machinery of Temporary 
^tthment- has now been gTeath improved and mnch of the 
norl connected with them snch a* clas-ification of land i- 
permanent "Moreover private improvements are protected 
against enhancement of asses-ment and suspension and revi 
sion are granted when necessary It i s claimed m short that 
the present-day Temporary Settlements achieve o happy com- 
promise between the legitimate claun- of the ‘state and the 
rights ana convenience of the agriculturist- f^on-official 
opinion todav 15 reconciled to them and seeks to further 
improve them bv securing a longer period of settlement fas 
m the Punjab Land Revenue \roendment Act) and a moderate 
assessment and by providing for legislative control of land 
revenue administration 

The^controverav regarding tLe Permanent Settlement was 
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recently xe vie wed by the Floud Land Revenue Commission, 
Bengal (1938-40), which has by majority recommended the 
purchase of all zamindan rights in Bengal by the State and 
direct dealings with cultivators by the State The financial 
.difficulties raised by this proposal and the opposition of vested 
interests are obstacles in the way of early adoption of the 
plan of State puichase. ' 

§32. Three main kinds of . Settlements. — Settlements may 
also be classified according to the system of tenuie (i e. the 
way m which land is held). There are three mam kinds 
of land tenure in India . (i) Zamindari, where one peison 
or a few joint owners own a large estate and are responsible 
for the payment of land revenue m a lump sum on the whole 
estate, asim Bengal; (n) Maliahoan tenure, where the village 
estates aie held by co-sharing bodies whose members are 
jointly and severally liable for the land revenue, as in Agra 
and partially in the Punjab; (ni) Ryotwan tenure, where 
land is held in single independent holdings owned severally, 
though aggregated locally in villages, the individual holdeis 
being severally responsible for the payment of tlie land levenue, 
as in Bombay, Madras and Berar. 1 

. Corresponding to the three main kinds of land tenures 
and . influenced by them, there are three main kinds of Settle- 
ments' (Baden-Powell) , namely : 

( 1 ) Zamindari Settlements for single estates under one 
landlord, either on a permanent basis as in Bengal, North 
Madras and Benares, or on a temporary basis as in the case 
of the talukdars of Oudk (and a few zammdars in Bengal). 
The cultivation of land is done by tenants who pav rent to 
the landlord 

(ii) Mahahcari Settlements for estates of proprietary 
bodies, usually village communities as jn the United Provinces 
’ and the Punjab. The settlements with malguzars m the 
Central Provinces are officially included in the above class. 
In the Punjab there is no considerable body of tenants, and 
about half the land (including land m the new Canal Colonies) 
is held and cultivated by peasant proprietors. Thou Mi theo- 
retically revenue is collected here not from individual culti- 
vators but from joint holders of village estates who aie jointly 
and severally responsible for it, in practice the spare of revenue 
due from' each is distributed and can be-'recovered separately. 
The Punjab peasants are, therefore, generally in the same 
position as peasant proprietors in Bombay and Madras. 

' We have already referred to the tv, o mam types of villages in India, the - 
Joint or Landlord village and the Bjotwari or Severalty village pee ch. ii, S3 
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lui) flu i« an Vttlcnviits tor individual occupancies or 
holdings eg in Madras Bombay and Berar The “eWe* 
menu in V-saiu and (. «.«■_ ja in principle rjotwan though 
not otbciallv eo called . , 

Basis of assessment — In all nuihaliran systems tinclua 
i Hr . {be l’unjabi land revenue is technically said to consul 
, i' i i r «. non of the net a '-et« of the e=tate as annually 
rtieived The*o a »ets mamiv consist of the total rents 
Muallv received calculated rental value in the case of lands 
held bv the proj nt tor themselves and certain miscellaneous 
prints Irona vva >e land' fruits and wild produce The frac- 
tion claimed bv the <TOvernmeut has varied from time to tune 
It was verv hi^h in the beginning it ua reduced to C6% 
in 16>3d under the Saharanpur Rules of lbj5 it was further 
reduced to about >** x> and according to ofhcial claims the 
actual fraction realued in incut cases is well below the theore- 
tic il maximum of 00% In the Punjab the fraction has 
recently IlftNi been reduced to 25% cf the net a^ts In 
Madras the theoretical basi3 of assessment is the value of 
the net produce of laud (i c gross produce minus expenses 
«f cultivation^ \l»ut half of this is h\ed a tie maximum 
land revenue In Bombav and al«o in Berar there is no 
detmite theoretical basis of assessment The system is of 
an empirical character and revenue rates depend upon certam 
general economic considerations, etc In recent years how- 
ever the rental value as ascertained by records of leases 
and sales was in practice being adopted as a basis of assess- 
ment The Bombav Land Revenue Code Amendment Act 
(103'J) while recognizing the general considerations directs 
tint the assessment rates shall not exceed of the rental 
value tsee { 37 below! In Sind assessment, rates dqiend 
upon irrigation and not upon rainfall which is negligible 
The period of settlement is also shorter than in Bombav pro- 
vince 

|34 State landlordism —Two of the most controversial ques- 
tion-. relating to land revenue m India are (\) whether there 
•a ‘’fate ownership or individual ownership and <u) whether 
land revenue 13 a tax or rent \ R regard the question of 
q tate ownership of land the opinion generally held is that 
the State never claimed exclusive proprietary right -over land 
in the pre British period and therefore the British cannot 
be said to have succeeded to any such claim Jn fact the 
existence of private property was defimtelv recognized under 
both Hindu ana Mohammedan rule In the eighteenth cen- 
tury wher the Mogul Empire broke up the vanous usurping 
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Governments did, however , claim to be the owners of the 
soil. The British Indian Government has everywhere recog- 
nized or conferred a private right rn land, and in large areas 
of the country (e.g. Bengal, Oudh and the whole of Northern 
India) it has expressly declared the proprietary rights of the 
landlords and village owners. Even m the ryotwari provinces 
like Bombay the position of the ryot or 'occupant' is not 
essentially different from that of the zamindar, and he exer- 
cises all the rights of a proprietor so long as he pays the 
tevenue assessment. We may also refer here to another view, 
namely, that the Indian conception of land tenure is a com- 
promise between the English theory of absolute property in 
land and the other extreme of State ownership. 

§35. Land revenue: tax or rent? — If private ownership of 
land is granted it follows logically > that the land revenue is 
a tax and not a rent. The whole question is highly compli- 
cated and does not admit of a definite answer one way or the 
other. The controversy is, however, a profitless war 'of words, 
since no -question of actual practical policy at piesent in debate 
seems to depend upon how it is settled. It is sometimes said 
that if we admitted State landlordism we should also have 
to admit the right of the State to exact the full economic rent. 
But this is a consequence which we cannot escape in any case 
because it is a universally accepted maxim of taxation that 
theoretically the whole of the economic rent may be absorbed 
in taxation without hurting >the taxpayer, provided that the 
economic rent can be separated from wages, profits and in- 
terest. It is also generally agreed that m considering the 
incidence of taxation, land revenue should be regarded as a 
tax. -It would however be an act of political wisdom if the 
Government were to declare in unmistakable terms that it 
fully recognizes private property in land and abandons all 
pietensions to universal landlordism 

§36. Ricardian theory in relation to the land revenue in India. 

— As we have seen, the pimciples governing assessment vary 
from province to province so far as their formal statement is 
concerned. The general claim of the Government, however, 
is that in the net result, the land revenue forms everywhere 
in British India a certain moderate propoition of the economic 
lent. This is cleaily not the case if we take into account 
the large number of uneconomic holdings in India. Here 
the land tax is an appropriation^ of the bare minimum of sub- 
sistence left to the cultivator 'Elsewheie also, pure or true 
lental value cannot be accurately determined, since owing to 
the piessure on land and the lack of alternative occupations 
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the actual rent, paid l» competing tenants are l»U!v to be 
higher than tin inn, economic rent or land Economic nee* 1 - 
is (unhex s-ttengthetied b\ the traditional sentiment in 
fat our of inve tment in land The economic rent m the 
Rkanli in sense therefore hears no dtfimte relation to the as** s' 4 
in**nt though we cannot at the yme time «3V that in cverv 
, )>e i an d revenue fall- on the income earned 
,7 Need {or reform— 1 There k however a strong case for 
lowerm n the standard revenue rates sav to 2o% of the annual 
value of land as suRge-ted b\ the Indian Taxation Enquirv 
Committee of 1921 > Bv annual valu* they mean the gra>s 
produce le-- co->t of production including the value of the 
labour actualls expended b\ the farmer and his farnili and 
the return for enterprise It is also desirable to bring under 
le idil lie control the process of revising the land revenue 
assessment as in the Punjab where legislation was passed in 
192^ 9 extending, the term of as es,ment to fortv rears and 
fixing the share ol the Government at 25% of the net assets 
Legislation similar m principle has al-o been passed in the 
r nited and Central Province, In Bombav a Bill to amend 
the Land Reienue Code was recently (1939) placed on the 
Sta ute book It prescribes a thirty year period of settlement 
and a definite procedure for land assessment which is not to 
exceed do% of the rental value of land lavs down maximum 
limits to the increase m the assessment and protect, private 
improvements 
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The yield of the land per acre m India is very low in comparison with 
other countries. It is, however, capable of being increased by the adoption 
of intensive methods of cultivation. 

Land and its Problems 

One of the serious handicaps of the Indian agriculturist is the endless 
subdivision and fragmentation of holdings, many of which are uneconomic. 
Their cultivation entails great waste. They hinder agricultural reforms and 
give rise to boundary disputes The evil has been attributed to the Hindu 
and Mohammedan laws of inheritance and succession, but is m the last 
resort traceable to the increasing pressure on land due 1 to the growth of 
population and lack of alternative occupations Attempts are being made to 
deal with this problem on a voluntary basis, as also by the method of legal 
compulsion A certain amount of success has attended the interesting experi- 
ment m the Punjab of consolidation of scattered holdings on a co-operative 
basis. Legal compulsion docs not appear to be a suitable method in the 
peculiar conditions of India. 

- Irrigation is an imperative need of Indian agriculture especially in rainless 
deserts like Sind and precarious tracts like the Deccan, and has in various 
forms been practised from tune immemorial. 

Wells, tanks and cannls are the principal kinds of irrigation works m 
India. Canals are of three types, inundation canals, as in the Punjab; 
perennial canals, as m the United Provinces and, recently, in Sind and the 
Pnnjab; and storage works as in the Deccan Government irrigation works 
(mainly canals and to some extent tanks, especially in the Madras Presidency) 
are either productive (i e. which pay their way within ten y ears of their com- 
pletion) or unproductive, 1 e. not directly remunerative but urgently needed 
to protect precarious tracts like the Deccan from famines and drought 

The Government in the past largely concentrated on the former, but 
is now devoting greater attention to the latter Irrigation activity has 
greatly increased m the various provinces since the subject of irrigation was 
transferred to the provinces under the Reforms of 1919. Big schemes like 
the Sukkur Barrage, the Sutlej Valley project, and the Cauvery Reservoir 
and Mottur project, the Xizamsagar project, the Lloyd Dam have been 
launched and are well under way. 

The Canal Colonies m the, Punjab are an arresting feature of irrigation 
in that province and have largely contributed to its prosperity. The principal 
colonies are Lyallpur, Shahpur and Montgomery 

Labour, Equipment and Organization 

The Indian cultivator shows a curious combination of conservatism and 
prejudice with patience and hard work on the one hand, .and on the other, 
of improvidence NutlPfrugality. An improvement of his environment through 
rural education, better sanitation and communications in rural areas, and 
a keener interest in land by znmindars is needed -to make him a more pro- 
gressive and efficient farmer. 

The Indian agriculturist for the moot part' follows extensive methods 
of cultivation. His salvation lies m adopting intensive methods of enlti- 
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root in the »uhtn Its scope was widened tv the Amend ng ket of 1912 
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which recognized non-credit societies, central financing societies and unions. 
The progress of the movement has been remarkable, especially since 1921 
when co-operation became a transferred subject under the control of ministers 
in the provinces. In recent years, however, the movement has been passing 
through a crisis partly owing to the adverse effects of economic depression 
and partly owing to certain defects m the movement itself such as lavity 
of infernal control and management, and lack of co-operative spirit and 
training. 

Co-operation is, however, the only salvation of the Indian peasant and 
artisan. The rural co-operative society with its honorary services, democratic 
management and joint responsibility is very well suited to supply the small 
farmer with controlled credit on reasonable terms and also generally to make 
him a better citizen The good work done by the credit society must bo 
supplemented by a general organization oi agriculture on a co-operative basis, 
as in Denmark, so as to secure fuller a d\ outages of co-operative sale and 
'purchase, co-operative farming, etc In co-operation also lies the hope of 
artisans bke the weavers, factory workers and depressed classes. The middle 
classes have also found co-operation very useful m dealing with their own 
problems of housing, the supply of household requisites and of credit 

Co-operative credit societies which are financed by Central and Provincial 
Banks cannot, however, solve the problem of the supply of long-term credit 
for redemption of old rural debts, land lmprotement, etc. Land Mortgage 
Banks, organized mainly on co-operative bnes, are* necessary to meet this 
need. They hate already been started m some provinces The State has 
.offered them help by guaranteeing the principal of, and interest on, the deben- 
tures issued by them, and by direct purchase of such debentures. 

, t _ State Aid to Agrtcui,tci!.e 

The Government in India has for a long tune recognized the need for 
improving' agriculture and of bettering the lot of the Indian peasant To 
this end Departments of Agriculture were started in 1884 m the various pro- 
vinces under Directors of Agriculture assisted by Deputy-Directors and Inspec- 
tors Agricultural Colleges were also started at Poona, Cawnpore, Kagpnr, 
Lyallpur, Coimbatore and Mandalay. The biggest step forward was recently 
taken on the recommendation of the Agricultural Commission by establishing 
in 1929 the Imperial Council of Agricultural Kesearch, which during the first 
sis years of its existence spent -a crore of rupees in promoting useful research 
in agriculture and in the solution of the veterinary problems connected with 
,the improvement of Indian agriculture 

The Agricultural Departments carry on experiments on agricultural farms, 
organize propaganda work to demonstrate Ike value of new methods and 
implements, and control agricultural education 

Tho Indian agriculturist has not so far benefited by the war Indeed his 
lot has been adversely affected owing to the loss of the Continental and 
Japanese markets. On the other hand there is a shortage of food-grains in 
the country; hence the ‘grow more food’ campaign. 

Lastly, a comprehensive and well-sustained effort is necessary to bring 
about tillage uplift, which means better educational and sanitary facilities, 
improved communications and, in. general, a higher standard of amenities 
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end cvio life n rural areai At present various Infaunal Govtrnnwnu 
h# „ t( , t cn foot * hemes of v llage uplift and the Central Government ha* 
g vea * grant f over two crores of rupees f r tl » purpose 
Irt'W Hi vest* n ISpjn&n Isntt 

I iotu tm« unmen t al the State n tola has cla med a share "of tho 
produce ol the tr l from the colt vatar* !.» 4 rever. « WM at fret pa d in 
V nd but came gradual j to he pa J n m ney e*p<-c ally under the Moguls 
vbo also introduced lvsteoiat c J and Revenue Battlement* Th a system 
1 never fell uto d « rd r after the break up f the Mogul Erap re when 
reven e farm ng was in roJo ed This resulted in the aabordinal on of p*»«- 
ant r Q l)ts to those o! the new usurp ra nh became ram dar* aa n Bengal. 
Aft_r several experiments and m states the Bnl sh adm n strat on n It'd* 
evolved a workable land revenue system TI e early pi ficy of I wraaaeot 
Settlement whcli waa ntrodneed n Bengal Beoarev anl 'North Msdraa 
was supplanted by Temporary Settlements elsewhere The Permanent Set 
dement has serous draw bucks sueb aa a rigidly fired land revenue nrolvmg 
Iona to the Government Its ma n advents* na » ly that it acta as a 
st mu us to »gr cultural unpn emeota ean very well be secnrcJ by long term 
te tl meuta 

There are th ee man l ndt 0/ eetllemenl n Ind a () the Zam nda « 

Settle runt h landlords < the Mahaltea Settlement « h v llage rom 

mumtiee ant ( ) Fyofva SettUme t w th ndivdoal ncc pant* or I older* 

of land In () and ( ) where the land revenu a not fled 0 perpetu tj 

S> n Bengal (he bass 0/ a«,e»,if<Dt a rental value the therretical roaxi 
mum els mud by tho Government being 0 e half of the rental value In the 
Punjab t s now one fourth In tie ryotaari *yat m cl Madras (he baas 
f assessment is the net produce »h le a Bombay general ecotfom « eons 
derS ons take the place of a theoretical base although »o U<xnt years 
greater ret ance a being placed on rental value 

There are certs n controversial quest on# relating to land revenue m India 
One ot them is whetter the (and belong, to Iks Stole or la Ihe yr cats pro- 
pe !y of the ism ndar or ryot The case for the lal er v cw is pretty strong 
and the Government wodd be well adr sed frsnllv to recogmre pr vat« 
p ope tty n land The second eont Overs al question a wbe her land revenue 4 
a la* or rent? As tbe Taxa on Enquiry Comm ttce po nts out t should be 
regarded as a tax In th a crnncxion a third q eat on ha* been ra seJ 
namely how far the W Vevtnne taken in Ind a conforms to the Ricardian 
theorv of econom o rent It wiU bo found on examinat on that land revenue 
m India cannot be ident fled with econom rent 

The e is a strong case lev lowering th land re enao and fixing t al 
about one fourth of the annual value of the laud It lg also Very <Je* rabto 
to rise* the process of rev s ng the assessment under leg elst ve control 



INDUSTRIAL DEVELOPMENT 

General Survey 

§1. Benefits of industrial development. — In these days we 
are all very keen that our country should become an important 
mdustnal nation because vre expect to realize great benefits 
from such a development : 

(i) An adequate development of industries will make 
for a more even distribution of population among a variety 
of occupations and make the economic system more stable. 
For example, frequent failure of rams and fannnes, to which 
we are subject, will not directly affect practically the whole 
population as they do at present, but only that part of it 
which is engaged in agriculture. 

(ii) Industrialization, if properly directed, will enrich the 
nation. 

tiii) The State will benefit because of the increased tax- 
able capacity of the people. State finance will also be more 
elastic because industrialization will make possible a num- 
ber of productive taxes on other kinds of income than landed 
income. 

' (iv) Industry will give scope to a diversity of aptitude 
and talent and will make the people moie intelligent, alert 
and progressive. A predominantly agricultural country tends 
to be too conservative and intellectually inert. 

(v) Industrialization will open a number of new sources 
of employment and should to a large extent solve the problem 
of middle-class unemployment. 

(id) It will also create a habit of productive investment 
and discourage hoarding. 

(vn) It is now widely recognized that industrialization 
has an important bearing on military efficiency. 

§2. Principal landmarks of recent industrial history of India- 
— Till about the beginnmg of the nineteenth centuiy, India 
could be described as both an agricultural and a manufactur- 
ing country. As m Europe before the Industrial Revolution, 
the industries m India were of course not of the modern 
large-scale type but were cottage industries. However, a 
ven much larger proportion of the population than at present 
was engaged in industry, and India could stand comparison 
with any European country as regards industrial development 
and skill. In fact she could legitimately claim superiority 
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in tills respect over mtm I tiropew countries A\c 
ll ready indicated the reasons whv India fell from tni* nipn 
estate and carat- to ht- on ilniusf exclusive!* agricultural 
country ' Trom manv points of view this wr* a 
development and the rmuno Commit ions of 1660 and 1001 
emphasized forcibly the necessitv of industrializing India a* 
one of the important means of meeting the problem of recur 
ring famines in the (ountrv The swadcshi movement which 
begin in lUOi semd to drn> home tlie Ie«son that for modern 
mdu trv a mure olid foundation was ncces-arv than short- 
lived political entbu nsm and that vigorous and consistent 
State help was essential to provide this foundation 
§0 Industrial policy of the State — Till the end of the nine 
teenth centun Government policy bad been unhelpful and 
indifferent The first sign of a change was noticed when, at 
the instance of Lord Curzon a eeparate Imperial Department 
of Commerce and Indu tries was created in 190 j This we! 
come development however received a stiddeD check when 
in 1010 Lord Sforlev the then Secretarv of State for India 
sent his famous Dibich deprecating anv direct attempts 
on the part of the Government to foiter indn'tnal develop- 
ment The Indian authorities followed Lord Morlev s dictates 
too literally and too conscientiously and failed to turn to anv 
practical account^ the enthusiasm for industrial regeneration 
winch characterized the bnadeshi movement 

The experience of the war of 1914 18 made the Govern 
ment realize more vividly than before not onlv the economic 
but al«o the military importance- of industrialization \s tin 
Montagu Chelmsford Iteport pots it Nowadays the product- 
of an industrially-developed community coincide so neartv ID 
kind, though not in ijuantitv with the catalogue of munitions 
of war that the development of India s natural resources 
becomes a matter of almost mi? if an necessity The Indus 
trial Commission appointed in 111G stres ed the importance 
of active Government assistance in furthering the industrial 
development or the coontrv and making it more self sufficient 
The Indian Munitions Board established in 1917 although 
Xs mam bu-une-s was to control and develop Indian resources 
■O a<t to asst, t in the successful prosecution of thp war in 
ndentdllv stimulated the development of Indian industries 
by placmg large orders with Indian firms supplying informs 
tion and expert advit e and in other ways A similar develop 
ment oceumd dunii n the Srcond \V orld Mar 


‘ See ch. u 53 
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INDUSTRIAL DEVELOPMENT 

Protection and other Measures of State Aid 

§4. Protection in India. — A large part of the stimulus received 
by Indian industries during the war of 1914-18 was necessanly 
temporary in character, * After the war, foreign competition 
began again and the question of protection assumed serious 
practical importance. The Fiscal Commission appointed in 
1921 recommended the adoption of a policy of discriminate 
protection to be inteipieted by an expert Tanff Board. The 
Government accepted this recommendation in 1923, and since 
1924 a Tariff Board has been instituted Under mstiuctions 
from the Government it has examined the claims of a num- 
ber of industries for leceivmg protection. Protection has m 
this manner been extended to the iron and steel, cotton, 
paper, sugai, salt, match and other industries. 

The term ‘discriminate protection’ suggests that we must 
discriminate between those industries which with some initial 
assistance (in the form of protection from foreign competi- 
tion), are likely to develop sufficient strength to be able 
ultimately to stand on their own legs, and industries incapable 
of such development We have already explained m what 
circumstances and subject to what safeguards the policy of 
protection can be pursued m the interests of a nation. 1 Dis- 
ci lmmate protection in India is meiely an application of these 
principles to Indian conditions. 

§5. Essentials other than protection. — Protection alone is 
not enough to bung into existence flourishing and efficient 
industries There must also be an adequate development of 
ceitain indispensable adjuncts of modem economic life hke a 
sound banking organization, a well-developed system of trans- 
port, a sympathetic railway and skipping policy, an effective 
maiketing organization, an efficient system of commeicial and 
industrial intelligence, etc. These matters will be dealt with 
separately in Chapters V and VI. 

Quite as .essential as anything else for industrial develop- 
ment is that the people must really and truly desire it, and 
show the genuineness of their desire by taking the necessary 
pains to achieve it. There must be less apathy and more 
self-confidence and enterprise. The lack of these qualities at 
present is largely due to our defective system of education, 
which is much too academic and out of touch with reality. 
We must train our own skilled labourers and supei visors 
and foremen instead of incurring excessive expenditure over 
men imported from abroad.* Technical and commercial in - 


1 Sea Part I, cb. sii, § §9-10. 
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stitutei and c dirges must he started in large numbers to 
afford the nece*t&n facilities for training managers and to 
enable capable bu mev men to di-cover and develop their 
spec id talents The orgamration of research is another im- 
portant matter to be attended to The present position id all 
these respects is unsatisfacton 

lhe extension of Government patronage to the product's 
. f Indian industries is a useful stimulus to their develop- 
ment and this is non forthcoming m a steadily increasing 
measure A special department called the Indian Stores De- 
partment has been instituted for the purpose of encouraging 
Indian indu tries through purchases of stores on behalf of 
the Goierttrm nt valued at more than Its 0 crores every 


The provincial Deportments o/ Industries which hav< beerr 
created in accordance with the recommendations of the in- 
du trial Commission aim at the promotion of technical and 
industrial education the supply of industrial information and 
financial and other assistance to industries Special St its? 
Aid to Industries \cts such as the Indu final I oans let 
of the Punjab hate l»een passed bv certain provinces in 
order that suitable private enterprises might be financed 
In practice however it is the cottage industries that have- 
received «more help from these Acts than large scale indus- 
tries A more ambitious scheme of state-aided industrial 
credit corporations has more recently (1937) been adopted m 
the United Provinces and BeDgil 

§6 Industrial development of India during the war— The 
second world war has, like the war of 1914 18, given <x nsider- 
able stimulus to the development of Indian industries The cur- 
tailment and restriction of imports the increased demand 
from the Empire for war materials and India s own defence 
requirements the assurance given bv the (no eminent of 
India of extending protection after the war i n juist unfair 
competition from outside to industries created to meet war 
rvtfoirement, o n. of the fetoo which jmmUted the 
KJS* ° [ Ina “” «■». the commencement 

At the time time the development f Tnd , .. . 
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vnps atul deficiencies in the existing industrial struetuie of 
India. Among the industries benefited, mention may be made 
of large old organized industiies such as the iron and steel, 
jute mill, cotton mill, leather and tanning, woollen, the paper 
.and cement industries. Of special mteiest to India at pie- 
sent are the new large-scale industries such as the au'ciaft, 
•shipbuilding and aluminium. 

Indies Industries 

§7. Industrial progress in India. — Indian industries may’ be 
•divided into two classes : (i) Cottage industries earned on m 
the home of the worker, and (ii) Organized industries of the 
new type carried on in woikshops and factories, with which 
we will deal first, beginning with a short account of the 
principal modem industiies developed in India. (See Map IX i 
The following statistics give some idea of the advance 
In industrialization made by India. Accoidmg to the teturns 
-of Indian factories subject to the Indian Factories Act, the 
total number of factories in 1939 was 11,630 and the total 
number of persons employed 1,751,137. The total number 
■of joint-stock companies registered in India was 11,372 with 
a paid-up capital of Es. 30-1 erores in 1939-10, as compared 
with 2,515 companies yvitli a paid-up capital of Es. 81 erores 
In 1911-15. The total number of companies registeied else- 
where than in India hut working m India was 870 with a 
paid-up capital of £715 millfon in 1938-9, as compared with 
-517 companies with a paid-up capital of £29S million in 
1914-15. Although the above figures show some progiess in 
industrialization in India, oiganized industries as yet play 
too small a part In the national economy as indicated by the 
fact that the population engaged m modern mdustiy is only 
.about T5% of the total population of the country. 

§8. The cotton mill industry. — Among the large-scale indus- 
tries owned and managed by Indians the cotton mill industry 
leads easily. It was started at fiist in Bombay about the 
middle of the last century, and even today Bombay continues 
to be its leading centie. In later years, and especially m 
tecent years, up-countiv centres like Akmedabad, Sholapur, 
Hubli and Nagpur have rapidly developed owing to their 
> situation in the heart of the cotton-producing tracts and then 
access to extensive up-country markets and plentiful labour- 
supplies. Until the beginnrng of the present century the in- 
-dustry was marnly a spinning industiy, but owing to the 
loss of the Chinese market for India’s mill-made yam, the 
weaving branch has greatly advanced, and at present there is 
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t r of WU I 8 t ’ t a coiadcrabl ti uhi owing to 
d creased foreign j*> ti utd Ooverriur- t |»tr<m B e in K 
ih t of mil tart r j t cotton „ »d Hie * vadehhi 

vtiuentla aln t t lj ful lo its gr tl Oiitleotler 
Li m rt r tie lu iy cafltii.ll ( in* drpKv 

n aid j«.t l n frtn Jap. i Jnd r markets 

du tr t ia bo ter bin nblt lar^clv to OTtr 
d ff ult es will the h'-lp of tlie protect on it has 
c 1 J"- J upline o con pet t u wna furtl e r regu 

l J34 b tl e Indo-Ja[tii cw> Trade \grcement of 
i i ren wed n l >37 

The t tal tu b r of cottoi > IW i India \\a and 
I nunber f perco s uipl \cd 1 31 lahl s n lJiO as com 
1 red w tl 1 id iU tnl <•* I U s f t uilotel in 1914 and 
IJJ n 11* h d I bl 1 hh of ciuj lo d n 190t Tie number 
f ll l*i wa J 11 Tie total m 11 product on of 

{ i e* good va 1 OU mil on sards and unports 8 9 
ll on \arl 1JM t as compared w tl a t til m ll pro- 
du t on of 6 tt mill on sards and imports of 2 jsS m U on 
rds n 1 )04 l ore gn impt*ts have thus been sub*>tai 
tiallj r duced \U sujg for hand loom product on svl ch 
wntrbute nearl a ^ of tie total clotl consumed in Ind a 
hot e prod t on now able to meet the greater part of tl 0 
lotal demand tor cloth n li d a In 193 bn the rtcommen 
da on of the Tiriff Boor l the protect vc doty on imports 
from Lancasi re \ as reduced from °a% to 20% ad saloTcm 
Recentlv (1019 t has been further reduced u dee tho rev sed 
Ii do Br t h Trade Agreement B 1 * protect on internal 
retorn is nece^rv to place the cotton mil industry on a 
sound foot n" In tho firs f lace the Managing Agencv 
b stem tl on B h no \ regi lated by law ‘ reqa res f irtl er un 
1 ro etnent, and in the second place (he industry vn t n 
te fv t8 etT rts to explore export markets for its predicts 
The cotton m ll industry 1 as cons <krub!v l e efited l \ lar e 
war orders 

Thft Jute mill Industry — Anott er well-developed iarg 
scale nd stry in Ind a is the juto ra 11 mdv4rr wb ch came 

5b4 m, Ccrop»n « Aci (TOSl mA* t< 
n»n»gitig tgeney »v* «a 
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into existence in Bengal in 3855. when the first null "ib 
started near Seratnpoie. The progress of the industry was 
slow during the first thirty years, and the export trade in 
jute manufactures was negligible The war of 1914-18 led 
to a considerable expansion and to the prosperity ol the indus- 
try. which was called upon to meet the demand m the various 
theatres of war for sand-bags foi trenclfes, etc Foi manv 
years Dundee tin Scotland) was the principal centre of jute 
manufacture. Calcutta, howevei, now holds a commanding 
position m the manufacture and trade of jute In 1937-8 
there were 105 jute nulls at work, the number of persons 
employed being 303,700 as compared with the a\ t-rage of 
1S79-S0 to 18S3-4, when the number of mills was 31 and 
the pei sons employed 38.800 

The jute industry enjoys certain advantages over the cotton 
mill industry. In the first place, India enjoys a monopoly m 
jute. The oigamzation of the industry also is more efficient 
Unlike the cotton null industry', the jute industry is highly 
centralized, the great majority of mills being within a radius 
of 40 miles from Calcutta. It is,- however, largely financed 
and managed by' European. capitalists. 

The jute industry did not escape the adverse effects of 
the world economic depression of 1929-32, to meet which 
the Jute Mills Association took steps to restrict output Al- 
though a certain recovery, in the expoits of jute manufactures, 
which consist mainly of gunny bags and "hessian cloth, had 
taken place, the industry' was doing none too well before the 
outbreak of the present war. The outbreak of the recent war 
transformed the depression m the industry into a boom, thanks 
to the feverish overseas demand, for all sorts of jute goods. 
But this spell of prosperity has proved t to be short-lived. 
$10. Iron and steel Industry. — This is a basic or key industry, 
and its national importance is great. Its development is of 
recent date The Barakar Iron Woiks, started in 1874 on 
the Jliana coalfields in Bengal and acquired m 1889 by the 
* Bengal Steel and Iron Company, was the successful pioneer 
in this new field of India’s industrial development. The next 
important stage in the history of the industry was ushered m 
by the formation of the Tata Steel and Iron Company', which 
was established at Sakcln in 1907 and began work m 1911 . 
The war-time (1914-18) requirements of the Government sti- 
mulated further pi ogress, and a large scheme of extension 
was completed in 1924. In the same year protection against 
foreign competition was granted to the steel and iron industry 
as recommended by the Tariff Board. It was renewed in 
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1027 and 19 i-1 Under this new stimulus the industry has 
made striking progress India is now sOf-euincient regardms 
p,-. iron of which the production Ins advanced from 85 000 
tons at the beginning of the present c« ntnrv to 1 838,000 tons 
in 1919 4° The production of finmhtd steel also has u»ade 
considerable headway the total quantity produced being 
1 070 000 tons in 19 JO f0 as compared with 109 438 tons in 
1910-17 The steel and iron industry has made considerable 
headway during the pre-^at war 

Sikcln (renamed Jamshedpur) has become a rentable bee 
hive of allied industries like the tin plate wire and nails 
railway wugnns lieaw chemicals and otht-r industries The 
future of the industry is bright in view of the great natural 
-\dvawta c ,<-°. of rich and abundant iron ore deposits' near coal 
fields and adequate supplies of other raw materials and a 
large home market 

§11 Tanning and leather Industries —The indigenous tanning 
mdiistrj is an old industry in the country which produces 
a large supply of hides and skms (cow hides goat sbm«, 
buffalo-hides snd sheepskins) which may be regarded ns the 
bv products of agriculture These were largely exported to 
Germany Austria and the U s A m the past and even 
tod iv are not fully utilized at home Fnropean methods of 
tanning were first introduced by the military authorities for 
harness and other military requirements \ Government 
(harness and saddles) factory was set up nt Cawnpore m i860 
Private factories followed and Cawnpore has thus become 
the mam centre of the leather trade in India Since then 
other centres like Bomba) and Madras haye al=o shown con 
siderable progress The tinning and leather industry ex 
perienced great prosperity during the war of 1914 18 owing 
to the patronage extended to it by the Indian Munitions 
Board which required large quantities of army boots and 
shoes The industry is deserving of encouragement bv prof 
tection There is also considerable scope vet for internal 
improvement The present war lias given considerable sti 
mulu3 to the leather and tanning industries 

Chemical Industries — The development of chemical in 
dustries especially the heavy chemicals like sulphuric and 
hvarccWoric acids is essential for the general economic deve 
lupment of a modern country These basic industries are as 
yet poorly developed m India and large foreign imports are 
necessary The war gave a Btunulus to many chemical Indus 
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tries India’s sources of law materials for heavy chemicals 
should not be deficient if only the various mineral ores were 
properly treated. Staking success has already been achieved 
m the manufacture of sulphuric, acid — a key industry for all 
chemical industries Protection, as recommended by the 
Taiiffi Board, was granted to the industry m 1931 until 31 
March 1933. Since then it has been continued only in the 
•case of magnesium chloride. Since the beginning of the war 
•of 1939-45 the industry has. been expeiienc mg expansion and 
diversification. Drugs and medicine and some heavy chemi- 
cals like soda ash and sulphuric acid aie being manufactured 
m the country. 

§13. Paper-making. — The modern paper industry of India 
•dates from 1870, when the Bally Mills were established on 
vlie Hooglily, whose neighbour hood is still the puncipal cell'll e 
of the industry. The Titaghui Paper Mills were established 
in 1882. In 1938-9, tlieie weie 13 paper mills in India, for 
which the recent war has provided an era of prosper ity owing 
to the diastic curtailment of imports and sharp nse m the 
price of paper. Several new concerns have recently been 
■floated. Sabai grass,' winch grows abundantly in northern 
India, is the principal law material used, although the Indian 
Paper Pulp Company makes paper from bamboo pulp. This 
new development is full of promise Under the Bamboo Paper- 
Industry (Protection) Act of 1925 lenewed m 1932 and 1939, 
■the industry has had the benefit of protection. The Indian 
production of paper amounted to 1.416,000 cwt. in 1939-40 
as compared with impoits of paper and pasteboard aggregat- 
ing 2,701,000 cwt. in the same year. 

§14. Other industries. — Mention maj- be made of two indus- 
tries, namely the sugar and match industries, which have 
rapidly expanded in recent years under the stimulus given 
by protection. The cement industry has also shown lemark- 
able expansion since the war of 1914-18 and has received a 
further stimulus during the recent war. The total produc- 
tion of Portland cement, which" is comparable as regards qua- 
lity with the Biitish product, increased from 945 tons in 1914 
to 593,000 tons in 1932-3. In 1937-S it had nearly doubled. 
Imports are now negligible, being only 11,000 tons in 1939-40. 
Other industries which have made some progress and give pro- 
mise of further development are the oil-milling industry glass 
manufaetuie, printing ink and silk industries. Reference has 
already been made 1 to the coal, the petroleum oil, and tea 
■industries; as also to the new industries started during (lie 
recent war such as the aluminium industry, the aircraft and 
6 
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the ship-building industries A mauler o! Bout mills «■> 
mills cotton gins, and presses, railway workshops, and tile 
and brick factories are scattered throughout the country 
815 S arrival of cottage Industries —Competition of machine 
made goods has already been fatal to some of our old cottage 
industries Where new methods constitute a definite advance 
on the old method', they must be introduced But some 
hind of planned orderly retreat should be made possible for 
tho-c engaged in the old type of cottage industry — even u 
this retards indu tnahzation to some extent In this part of 
our subject we shall however b<. concerned not with old in 
dustnes which miu sooner or later succumb hut with tho^e 
which have it in them to survive and prosper even under 
modern conditions Ihose mdu-tnes which require simple 
tools and which are closely connected with agriculture have 
generally nothing to fear from factory goods There ore al«o 
cases where the artisans have successfully adapted themselves 
to the new condition, and have learnt to use superior raw 
materials and better tools The weaver has taken to the mill 
varn the dyer to synthetic dves the bras.— and copper smith 
to sheet tuetal the blacksmith to iron rolled m convenient 
sections in each case with advantage to himself from lessened 
cost of production which has greatly extended his market In 
6onie districts in Lower Bengal the weavers Ur-e the fly shuttle 
slav extensively and it n> gradually coming into use elsewhere 
aLo The l all ora invariably emplor sen mg machines, and 
town artisans readily take to improved tool s of European and 
\mencan manufacture 1 In some ca-es the goods produced 
are such that thev do not admit of the employment of maclu 
nery and large-scale production Proximity to the market 
ttnd 3 more intimate knowledge of the consumers wants mav 
further turn the scale in favour of the cottage worker ‘Thus 
some kinds of head wear dhotis and *ons made by the hand- 
loom weavers have not been displaced bv modem factories 
The weavers of Dacca Murehidabad Madura and Benares 
those engaged in making embrmdenes in Lucknow and Delhi 
and lace m Surat supply commodities for which the demand 
T*® coa 1 ntr 7 tas n°t been seriously affected bv competition 
•S 2?* d, “5 made The metal worker the 

.i . goldsmith the tailor the confectioner, and 
j 51 ? 8 [ a '* 11110 same category and are similarly 
vavtlv nr,°^ eM Y TOn3 cofta ^ e industries are still 

macrons than those engaged m organized indus 
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tries. The problem of properly fitting in cottage industries 
alongside of large-scale industries in the future scheme of in- 
dustrialization of the country has recently (1938) assumed con- 
siderable importance in connexion with the policy of industrial 
planning for India favoured by the Congress Party. It has 
further come into prominence m connexion with the war- 
production programme in the execution of winch the cottage 
industries, like the cotton and woollen hand-loom industries, 
are playing a part of no mean value. 

We shall now examine the position of some of the most 
important cottage industries. 

§16. The cotton hand-loom industry. — Hand-weaving still pro- 
vides subsistence for about six million people. The position 
of the hand-weaver is strong in the case of goods which are 
either very coarse or refined and artistic, because here he can 
hold his own against machinery. The hand-loom supplies 
nearly 25% of the total demand for cloth in India. Smce 
about 1922, the weaver has suffered severely from foreign 
(especially Japanese) competition as well as the competition 
of Indian mills. While a certain amount of textile production 
has been diverted from the over-worked mills in India to the 
hand-looms during the, recent war, the hand-loom weaver has > 
had to reckon with shortage of yam aud high prices. 

§17. Woollen industry. — Under the Moguls, the manufacture 
of- woollen carpets had reached a high pitch of excellence. 
Carpet-weaving at the present time depends almost entirely on 
foreign demand, which absorbs about 90% of the total pro- 
duction. The industry is in a languishing condition on account 
of the ignorance and poverty of the weavers and the absence 
of organization. • ' 

Another woollen manufacture that is widely prevalent in 
the country is that of the coarse rough blanket ( kambli ). Many 
shepherds and agriculturists pursue it as a by-occupation. 
Having regard to the facilitv with which the raw materials 
can be obtained in every part of the country and the big size' 
of the home market, the industry has possibilities, which 
deserve to be carefully examined. It is noteworthy that the 
recent war has given a big stimulus to the hand-loom woollen" 
industry which has been called upon to supply large quantities 
of blankets' to the army. • 

§18. Sericulture and silk manufactures. — Sericulture is prac- 
tised more or less successfully in Bengal, Kas hmir and Mysore, 
and wild silk is produced -in the Central Provinces, Bihar, 
and Assam. - Both sericulture^ and silk-weaving have remained 
in depressed condition owing largely to competition from 
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Japan Cbma and the L mted State* Most of the silt now 
exported is m tlie form of wa*te or cocoons becao'-e reeling 
la done so badl\ *n India The Indian weavers themselves 
prefer the more even re reeled Chines or Japanese silk to the 
home made product Ffforts are being made, espcciallr in 
Bengal, to improve the quality of Indian silk The Agncul- 
tural Department in that province runs tv o eericultural schools 
large number of seed farms 1 ave also been started The 
students trained at the Government schools are given awards 
and are provided with seed stocks from Government nur 
sene* Attempts are also being made in Assam, Mysore 
ff* to encourage sericulture Grants amonntmg to 

have recently been allotted to various provinces 
° v P'* heme * tor the benefit of sericulture 
ScJ n ,^? re ° f “•ff 00 * i0 enjor certain 

pecial advantages in India and ought to succeed - Darge- 
*Mle production is more difficult than in the case of cotton 
and has hardlv vet made a beginning in InL Aram sfll 

ter n We 'V" a ' r “ a ’ b "" »**°*ti Chap- 
snbsidiarj to agncnlture The^ tf ' C 1°eetton of indnstnes 
industries S„5 r ‘"”r“’ 0,her ***** 

cutlerj gold and silver ° r K ^1 nature metal and 

bead manufacture The pohcv to^e^Ml 8C ®l vmaklD S and 
to each of them mu t depend unon^t r ° llcmed With regard 
investigation ^ ® upon ,he results of a detailed 

§20 Methods of aid to cottage .i 
to decide which of the old < ^ Qs ^ es ~~The first step is 

of prospering under present cond?P ,ndn * tnes have a chance 
»™ ttrfuttn" ^3 ™^"”“ T' 1 trhetb-r 

» to consider meaS t!?b ** BUrt ^ Tlie 
publish himself firmly and lil ,‘ ‘“all artisan to 

manual training and instructing , ^’^ble provision for 
“>I „ Special tndSrSl S “l, 

the Bombav province Should Vi e , v ' ® avin g schools m 

*■— — - 3£S£.e£? 
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Assistance could also be rendered in the form of technical 
advice and by giving the artisans new patterns and designs 
likely to be popular. An attempt must be made to provide 
the handicraftsmen with the requisite capital through co- 
operative credit societies and perhaps also through industrial 
banks. Quite as important as anything else is an effective 
marketing organization. The Arts and Crafts Emporia at 
Eucknow and Lahti re have been moderately useful. The 
establishment of Provincial Marketing Boards, licensed ware- 
houses, and co-operative wholesale depots should also help. 
In Bombay Co-operative Industrial District Associations have 
been established at important centres for facilitating the sale 
of hand-loom products. Several of the provinces have passed 
State Aid to Industries Acts to enable the Government to 
encourage suitable cottage and other industries A sum of 
Ks. 5,75,000 was allotted by the Government of India to the 
Provincial Governments from November 1934. to March 1936 
With the assistance of these funds various schemes for the 
development of the hand-loom weaving industry have been 
started. The Bombay Industrial and Economic Survey Com- 
mittee (193S-40) has made a number of useful recommenda- 
tions for the grant of aid to cottage industries, .such as the 
holding of periodic exhibitions, creation of permanent muse- 
ums, a special state-aid organization for the purpose of finan- 
cing the cottage-workers and a liberal store-purchase policy 
in relation to cottage industries. 

Industrial Labour 

§21 Migratory character of Indian labour. — We must now 
discuss certain important questions relatiug to industrial labour 
in India. The factory labourers in India do not constitute a 
wage-earning class exactly corresponding to the factory labour- 
ers in Western countries. In those countries, the labourers 
form a permanent class of purely industrial woikers. with no 
agricultural interests or attachments. The Indian factory 
operative on the other hand generally comes from a village and 
he always maintains his connexion with the village, where 
lie has his home and his bit of land and his family looking after 
it. From time to time he visits his village, and even if fie 
is not able to go as often as be would like to, almost invariably 
he returns to bis village after his superannuation. He goes 
to the city because be ’•must. He finds it more and more 
difficult to make a living in the village. ‘The city, as such, 
has no attraction for him . . . Few' industrial workers would 
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remain m mdoalrj if the; could «'™ r ' ^ ”4 Jfl 
clotlnnc a ll« a-illa"« «.ev arc pushed uol pnW. to the 
cit\ 1 The fact tint the labourer does not develop any per 
tnanent interest in his emplovmcnt in the citv s a somcc o 
weakness m mam ways Ml the same the Labour Commission 
has expre^ed the uew that in tin present circumstances 
link with the tillage must he regarded as a distinct asset end 
that the aim should be nui to weaken it but rather to strengthen 
and regularize it , . 

522 Scarcity of labour — eompUmt? arc hometimes nearo 
that there is s>carcitv of labour w India This is true so *' ,r 
stA the supply of skilled labour is concerned, and we lia'? 
already indicated the remedies to be Adopted in this connexion 
For the rest owing to increasing pressure on agricultural 
land in the -village combined with the growing facilities for 
travel and communication more and more people from the 
countryside are showing a willingness to ungrate to cities to 
avail themselves of whatever opportunities mav be there for 
securing employment i 

The position m this respect would be further improved 
if labour were recruited directlv bv the mill managers in- 
stead o! through middlemen or jobbers The jobber, became 
he is instruments! vn securing employment comes to aeqmve 
great power over the ignorant and often helpless worker, and 
generally abuses jt More and more factory owners are now 
giving their attention to the question ot direct recruitment 
§23 Labour legislation In Inala —In order to attract workers 
and make them contented and efficient conditions pf life 
and labour in the cities must be made more tolerable Tins 
is a matter which can only be dealt with satisfactorily by 
legislation and now the law tries m various ways to make 
thmgs easier for the workman The lactones Act of 1914* 
prescribes a daily as well as a weekly limit to the hours of 
work in factories— the daily limit being 10 hours and the 
weekly limit 54 hours m all perennial factories Children 
are not to work for more than {5 hours per day The Act 
also provides for rest intervals and a weekly holiday The 
faw aJ>o insists on certain conditions with regard to ventiK 
11^=1 It” 3 , hems observed to secure operatives 

agamst danger to health or serious discomfort 

Under the Bombay Fbops and Commercial Establishments 

' Labour (WWtltjJ Commission report p < 
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Act (19391 hours of work in shops, commercial establishments, 
restaurants, theatres and other establishments have been regu- 
lated and a weekly holiday made compulsory. 

In the interests of women workers some provinces like 
Bombay, the Central Provinces, and Madras have passed 
Maternity Benefit Acts by which leave of absence is given 
for a certain period before and after confinement, with a suit- 
able wage allowance during the period of absence 

Each province has appointed Factory Inspectors whose 
duty is to secure the observance of the Factories Act. The 
Inspectors can compel the factory managers to take suitable 
steps for the prevention of accident or injury to the workers 
from unfenced machineiv, etc. Some of the Local Govern- 
ments have made rules requiring the provision of first-aid 
appliances, sterilized diessmgs, etc., for the benefit of workers 
who may get hurt in spite of all precautions. The Work- 
men's Compensation Act was passed in 1923 and it has sub- 
sequently been improved by several Amending Acts of 1929, 
1931, 1933 and 1939. By this means the worker or his 
family is compensated for certain kinds of injury, or death, 
according to a fixed scale. 

The Payment Wages Act (1936) regulates periods of 
wage payment and seeks to regularize and restrict deduc- 
tions from wages 

Labour legislation has received a further stimulus owing 
to the keen interest in the welfare of labour taken by Con- 
gress Ministries when they were in power in the provinces, 
especially in Bombay. 

Special labour legislation similar in principle to factory 
legislation has been enacted in the case of mines, railways, 
tea-plantations, etc. 

§‘24. Housing. — One of the biggest problems in industrial 
centres is connected with the housing of labour. The present 
condition of bousing is most deplorable and there is terrible 
overcrowding and congestion in factory towns like Bombay. 
The labourer is not so much housed as 'warehoused’. The 
vast majority of the working classes live m single rooms-in - 
filthy, insamtaiy surroundings. It is impossible for the 
labourer to live a normal healthy family life in these condi- 
tions. and in fact many workers are forced to leave their 
families in their villages. Improvement Trusts, Municipali- 
ties, as well as individual employers have made some efforts 
to remedy this serious defect. But much more will have to 
be done before we' could be said to be anywhere near a satis- 
factory solution of the problem. 
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«J5 Welfare wort —There are other act ml es 
notced above v bch have for th :r oljcct tie m.pn»einent 
of II c 1 eahh safe tv and general well lx- n" and tl ' irdus 
trial efhceacv of the worker wl ch are groiped to?. U rr 
vrad r tl e came of w elfare work ’»n c of tl e more cal phi 
ened n| foyers l ave voluntarl a t luted welfare **1*™ e« 
f r the benefit of tier operat ve So rlimes JU- titut on 
l ke tl e \ M t A tl e local Social Sen. e I^ea uc* and th'* 
Depre --ed Cla^ Mss on Soc etv la e ndered taloabl 
a tance to e jlo era n or an z ng w ifare rork or have 
indepei dentl t t an zed t tl e istlve 1 1 l o> mi ent of 
Bombav have reccntlv started Iib< ur elfare centres itl Hotl 
bvv Wel/a e work tocot cemed w tl educat n i ed cal ana 
inotenut benefits re**roat on (in the fon of game* c nen a 
lantern tl dc lectures a* count r attraction to tJ e 1 <juo si op 
aud tl I uckel-«hop hoosirv gra n and riot! I p» workers 
ciwjperat ve «oc et es tea shop, and cantei i 
5 fl Trade Union movement — Ml t! ex n t t es ’ o Id 
atr tlv j>eak ng be it t sled aud contn lie 1 b the workers 
themxst es Labour i n bet I t| t— If b nnd i g m iL* 
ovn legs n t ad of dep d n out <t c* In t* e western 
countres labourer posse s powe ful an! efht ent a ««eufioa 
of tier ovn n tl f rm of Tmd In n wl cl* take care 
of Her nerobers ntere t. n e er pos hie wa It » » 
good sign tl at in Ind a alx> a sun lar move nent has been 


started Its progre-** here however u not comp ruble will 
t p rogresi n the west Tl e leaders) { t tl o 1 dun Trade 
Lnons s sill largely in the hand of mjddle<la«s people 
wl»o although the ma\ l»e well uuent oned d i t al vavs 
understand the need and the d frcull es of tl e work n_ classes 
^met me t m3y happen tl at ihev have p 1 1 cal and other 
n ot ves l>es des tl e good of the worker \ otl er weaknex- 
of the Trade tnon move went Indu s due to tie fact 
tl at the labour force n tuu-t of our industrial centres u 
1 eterogeneous m cluracter and t! e worker niav come from 
d nerent places speik dfferent lan ua<^ prefer afferent 
rel giona and so on Fflect ve combinat on m suol c rcun 
nances » a matter o! great d fficultv \V de pread ill teracv 
among the workmen i« another senotu hand cap W h Hr 
“ U ,£ re , fe . r l ° * e flo3tm 3 character of Indun labour Even 
K „ » sta ' s ,or . T «rs n a c tv after few t „ his 

h,!?lZ , ^ n °l nececsanlr work at tl e same e tabl hment 
«fe^f V 4*f LanSe hU ® m f l!ore , r number of tune- i man 
“ | hus " Mta “ ™ «* move Irom factor* to factor* 
emnct be « >crt toofal Tnle Lr. on o 
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other association. Gradually, however, matters may be ex- 
pected to improve in all these respects. The Trade Union 
Act of 1926 seeks to encourage Trade Unions calculated to 
promote the obvious interests of the workers. Trade Unions, 
which get themselves registered under this Act are subjected 
to certain restrictions intended to secure proper management 
of their funds and to direct their activities into proper channels. 
As against the restrictions, the Act grants certain privileges 
and concessions not available to the unregisteied bodies For 
example, the Act grants immunity from civil and cimnnal 
Liability to officials of the registered Unions acting m further- 
ance of all legitimate objects of the Union. The formation 
of strong Trade Unions is essential not only to safeguard the 
interests of the wage-earners but also to promote the orderly 
progress of industry. ' 

§27. Present inefficiency of Indian labour. — We have indi- 
cated above the mam .directions in which improvement of 
labour conditions is to be sought. Such improvement is cal- 
culated to create a more contented labour foice. It will also 
increase the efficiency of Indian labour which, by companson 
with western labour, must be pronounced to be inefficient 
The European worker no doubt gets higher wages, but his 
outturn of work more than justifies the high wages. In this 
sense European and Ameiican labour is really cheaper than 
Indian labour. At the same time it should be borne in mind 
that the difference m efficiency is more a matter of environ- 
ment than of lace. There is ‘no leason to despair of making 
Indian labour quite as efficient as European labour provided 
the necessary conditions for piogiess are provided m the shape 
of educational facilities, vigorous public health measures, decent 
bousing, etc. The possibilities of increasing efficiency through 
an increase of wages should also be caiefully explored. 

§28. Industrial harmony. — In recent years the frequency of 
industrial disputes has been growing in India, and the impor- 
tant question of maintaining harmonious relations between 
workers and employers has been receiving the serious attention 
of the Government. The (Central) Trade Disputes Act uas 
passed in 1929, and it was put on a permanent basis in 1984. 
The Act provides for the setting up of Courts of Inquiry 
(consisting of independent outsiders) and Boards of Concilia- 
tion (consisting of representatives of each of the parties to 
the dispute) with the intention of having the issues clearly 
framed so that the public may be in a position to judge fairly 
the rights and the wrongs of a dispute Disputes are not 
settled compulsorily, but lehance is placed on the force of 
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i tblic opinion to bring about price \onooa provinces Lave 
also appointed special officers wl o^c <hitv is to uo all that is 
riossble to prevejt industrial strife In Bombay legislation 
was pa« d in 193-1 and 19 ih for strengthening 0 e machinery 
for preventing and settling industrial <li«pate« The Bombav 
Industrial Disputes \ct (19J») provides f r compulsory con 
cil it ion wl cr< is the Central ^ct males conciliation % oluntarv 
1129 Industrial labour during the war— Broadly speaking 
the war baa affected the ind l’trial worker in this countrv jn 
two ways tiro i„b changes in wti"cs and costs of living and 
through changes in conditions of work and employment To 
meet the mcroa td co t or lung dearness allowances have 
!>een granted to many classes of workers often on the recora 
mendation <f the Government who have been anxious to 
maintain industrial peace during the war To this end they 
have adopted measures for j retention and speedy settlement 
of industrial d spute*. The W3r 1 as also imjnrted urgency to 
further social legislation f r tl e benefit c f the industrial worker 
^rMMAFY 
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Iniu t al atiea h jMg d « alls fat lad a Jt * 11 nrreint the wealth 

t the country g le l(Hn eeooom c stab l ty make i«« people mere alert 
*nd progress ve and offer scope for divers ty of talent Tt w 11 also decrease 
m dillo-d»M nnemployrocn benefit the pobl c treasury tbrongb increased 
Usable espajty aid dwcoura e hoard ng by ereat ng profitable avenues IlJ 
tbe employment of SAT n,t It ■ tl even add to our military efficiency 

The O « eminent n tb ■ countrv was for » I"ng time indifferent to indos 
tr aliration A new era see tied to have begun v th the creation of tha 
Imperial Department of Commerce and Industries in 1WX/ But Cerrou* imc # 
policy on the wh le continued to be on the bid lames /a re I ne* nnt I the 
war f t3H 18 neapectedly forced it lo adrpt a more helpful att tude 
The Ind an Mntvm Board estatt shed a 1017 gave a great link to 
dostnal enterprise in India 


fsontenos «-id tvmra Measures of s t »t* Aid 
After lhal war according to the reeummendat on* cf the Fiscal Comm s 
a on of JK1 Ind a entered upon the per <J of £ ic minals prole f oil and 
a number of modern indue nee have sprung op In consequence But let dea 
protection era nmst have other th ngs for securing real proper* m industrial 
development sneh as a sound and helpful banking and transport system 
and effect te organ zation cf market ng and commercial ntell „eoce Edn 
eat <m must he such a» to make the general outlook of people more practical 
Technical and Commercial school* must be started and an adequate supply 
of skilled labour of aupenr rn and manager* most be ensured The Govern 
roent most be prepared to help Indian Induatr «s by patronage finance and 
by u table leg station 
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The present -war has given further stimulus to the industrial develop- 
ment of India and the State has considerably liberalized its policy. 

Indus IxrmsniiT.s 

Indian industries fall into two classes (i) Cottage industries, and 
(li) Organized industries Although industrialization has been advancing m 
India, especially since the war, organized industries as yet play a small 
part in the country’s economic life. Cotton, jute, iron and steel are among 
the few large-scale organized industries 

The Colton mill industry is the leading industry — its principal centres 
being Bombay, Ahmedabad, Sholapur, Hubh and Nagpur In spite of 
-various adverse factors it has steadily expanded especially m consequence 
of the stimulus it received during the war of 1914-18 Increased competi- 
tion during the post-war period, especially from Japan, has made the grant 
-of protection to the industry necessary since 1927. In 1940, the total number 
of cotton mills in India was 388 The industry is mainly financed by Indian 
capital and its management is largely m Indian hands It is experiencing 
considerable expansion during the war. 

The jute industry is to Bengal what the cotton mill industry is to 
Bombay. Both have progressed side by side since the middle of the last 
century There were 105 jute mills in 1937-8 the great maj'onty being situated 
round about Calcutta. India’s monopoly of jnte gives the jute mill industry 
a great natural advantage. Its expansion was greatly favoured by the war 
of 1914-18, and India today occupies a leading position in the manufacture 
and trade of jute The jute industry suffered owing to economic depression 
and had had to adopt a policy of restricting output. Although the present 
has not,’ benefited industry as much as the last'Avar it has on the whole 
strengthened the position of the industry. 

Iron and steel, a basic or hey industry, has shown remarkable progress 
since 1907 with the establishment of the Tata Steel and Iron Company 
at Sabchi (Jamshedpur). It received a stimulus owing to the purchase of 
various requirements by the Government during the war of 1914-18, and 
has enjoyed the benefit of protection since 1924. The industry has received 
a further big stimulus during the present war. It has a great future before 
it having regard to the very substantial natural advantages it possesses. 

The tanning and leather industry has the advantage of a large supply 
of raw hides and shins, much of which is still exported to Germany, the 
TT.S A., and other countries Apart from the old indigenous tanning indnstry, 
a modem tanning and leather industry has come into existence at Cawnpore, 
Bombay and Madras The war-time (1914-18) purchases of army boots and 
shoes, etc., by the Government contributed substantially to the progress of 
tho industry. A similar result is being produced by the present war. There 
is however still considerable scope lor internal improvement. 

The chemical industry like other industries was favoured by the war of 
1914-18; and has been further stimulated by the present war. Even today, 
however, it shows several deficiencies. Its further development is essential 
for the industrial development of the country. 

The fiayer industry, started in 1870, now claims 13 mills, with Calcutta 
as its principal centre -The bamboo paper pulp industry, which has received 
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protection am e 1» 5 shows great prom « Othrr rod-utner ar* the wg« 
match cement ol-mltng gl»s* print ng nk era! petrrlemn »od tea tnd«* 
tree Several of these *tnc* here benefited bv the present war wl»ch 
hag »K at lunlatod «1 e •* abl 1 nent of new rodastnes such »» » ten It 
ah p-bu lag an ] alum o 

Progr*** n modern J r ■» o«J n t noce-sar lv be faul lo all our 
old u! a $r r>d*rt «« W 1 proper as istan e and gu dance there la a> 
rca* n why qu te a nn nW { these should not coot nae to exist and flourish 
A s emit eipl r» n t tl *l» t ndu «« u oece&ssr* in order 
that we oay shape th r { » te an! help th artisafis w tbout sacrificing 
□at mal latere >o lie ohc-i mportam and the roost a lJespread of 
our rod s r e* s I e baa 1 Iron ri ng ndurin wh h st II oronp e* aeveral 
n 11 on people so at d la been • a led out b the Government for spec al 
alien! on 11 n len odu n a some «f it* branches would aW *eett 

l« bi t n de able a m al value even under present eunJ tiona Pen 
c Itnre • Ik ma ufac rv* e bruiderr a rk fura t ire n etal and cutlerr 
pot era a -usp-insk n„ are au ng the other small scab, o iiutne* of InJ » 
cal n r areful mve» „» u 

I lev i rib tha sme f the eottag nvl tr ea e p« alls the cottna 

and win laud l n nl str e» has been fa*«r»U\ aSWed by lb* 
ret wt a b reaer n of the r JUr b t a to nr product so 

IndualT'e wtwh are I u d t de-ene eactn tagemeal m „ht rreetrv l 
u lan u I rm eg vanual a a ng and o tructmn t uliuia a arhwl* 
per » ' ar e<l I r the j p e pros a on I cheap and re! able raw material 

of ae a pa ro and dr as p act cal demon_lr»t otis art* and craft* exb 
b o and empuna trarkH a board* licenne J warrbo ses co-opera* re 
d p> ts and floanc al a I cntnim. 

I -dc t*ui Iiiroca 

One A the peculiar t e* al our uduatnal labour » ta m jrjtnrjr the a te 
Mo»t of the labourer* ha e been born and brought up n rural mtioi nd nga 
and they have u i » of mak ng the industrial town* the r permanent 
home* They co u« t lie nlw unw II nglj dnven bT economic necest ty 

The feel ng of labour < srerty should grow less av the supply of rk fed 
labour is crease and as turns n„ and thcr com) Irons tn the ties become 
more a tract ve For lory te; rial on (based on western models) has air ade 
made roc durable pnwress n InJ a and aims at tegulat og boors of work 
protecting labut rera from ojurv lo bealtb or sennas d soon fort *h le at 
work and gmn" spec al attent on to the mteresla of female and chill labour 
8 ra Ur legislation exist* n the cane of shop* (in Bon bay) tome plants 
taro* and ra Iwaja Other Mitts of labour le» station reUtt to workmen « 
eompetMitKa payment of wage maternity ben 6ts etc \ ar ou* off i»t 
and non-official e diets are be ng Rade fa improve the bous ng roadtsooa 
wh ch at present are t mb * an! welfare w -irk of different Lind* l* being 
•hoe f r am«l orating the coni two of factory worker* Y> other* have also 
began to organize tbem-wlee* into Trade t « on* The progrew of the Trade 
Caron Movement i* however hampered be illiteracy among -worker* absence 
of work ng-elsa* leadership t v e Leterogeneou* character of InJ an labour and 
lU agt cultural interest* The Trade Unwin Act of has been passed 
to help b*g t male Trade l nmn act vit* 
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As compared with European labour, Indian labour is undoubtedly ineffi- 
cient. Tins inferiority is not due to inherent defects but to the absence of 
a suitable environment under which efficiency is dev eloped 

Industrial disputes have of late been growing m frequency in India, and 
the Trade Disputes Act of 1929, ruth its provision for Courts of Inquiry 
and Boards of Conciliation, is intended to prevent industrial disputes from 
Arising or from lasting too long. The Bombay Trade Disputes Act (.1938) 
makes conciliation compulsory before resorting to a strike Further machi- 
nery rvas devised during the recent war to secure prevention and prompt 
settlement of industrial disputes. 


Y 

TRANSPORT AND TRADE 

Tr ansport 

§1 Importance of transport. — A good system of communica- 
tion by land, water, and, we must now add, by air, is one 
of the most important of all the conditions for the prosperity 
bf a nation. It breaks down the isolation of the different 
parts of a country and increases the contact between town 
and village to the advantage of both. It is the very life and 
soul of trade and acts as a stimulus to both agriculture and 
industry. Improved means of communication and convey- 
ance are' essential for the free movement of men and goods, 
raw materials and finished products, and foi the pioper utili- 
zation of the resouices of a country. Difficulties of communi- 
cation have been largely removed m modern times by railways, 
the telegraph, motor and other forms of transport. 

India is a sub-continent and the natural obstacles in passing 
from one region to another are foimidable. Communication 
often breaks down m the rainy season. Natural watei ways 
are less important m India than m England. Till the middle 
of the nineteenth century the means of communication were 
verj* defective m India. There were only very few tiunk 
roads constructed by Indian rulers, chiefly by the Moguls. 
Many of the so-palled roads were mere tracks and weie impas- 
sable during the.'.ramy season. . They were also far fioin being 
safe. I?ack animals weie the only means of access to many 
parts of the interior. The state of communication was even 
Riore unsatisfactory in peninsular India with its rugged moun- 
tainous territory •'and the poor facilities ^for water transport 
except on the two coasts. We have already explained how 
ihe self-sufficiency , of the Indian village was mainly the result 
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of the imperfect means of communication 1 A rentable social 
and economic revolution ha s been effected bv the construction 
of a network of railways and roads from the tune ol Lord 
Dalhousie who initiated a rigorous public works policy 
Ihe transport situit on may be considered under four main 
b p , id s Railways Road- Water Transport and Air Transport 

HaiUcays 

§2 Periods of Indian railway history — The Indian Railwav 
system extended <>i«.r 41 Us2 miles at the end ol March 1941 
Of these the State owned 29 5^6 miles (72 per cent) and 
managed l*i Ra2 miles The total capital outlay on all rail 
ways amounted to I?3 833 7b crores The following ten 
periods in the history of Indian railwors mar be distinguished 
<i) The old Guarantee System (1S-H 69) —The first pro- 
posals for the construction of railwnvs were made in 1844 
and contracts were made for the construction of two small 
railway lines near Calcutta and Boinbav with the East India 
Company and the Great Indian Pennrula Railway Com- 
pany respect" eh It was however Lord Dalhousie 6 famous 

Minute on the subject m 185d that gave a decisive turn to 
the Government s police of construction of lines by railway 
companies incorporated m England and enjormg a guarantee 
given by the Government of a specified minimum return 
or rate of interest on the capital invested Lord Dalhousie 
urged the creation of a system or trunk lines and emphasized 
the great social, political and commercial advantages which 
the country would therebv derive Private capital was not 
then available in India for radwav construction That is why 
the guarantee Bystem was adopted Accordingly between 
1654 and I860 contracts were entered into with eight com 
pames for constructing and managing railways m different 
parts of Indi3 the rate of interest guaranteed ranging from 
4J to 5% The Government reserved to it«elf certain powers 
of supervision and control and the option to purchase the 
hues alter twenty five rears or fifty years on certain fixed 
terms Any surplus profits after the guaranteed interest bad 
been met were to be shared bv the companies with the 
Government The early results of this svstl m, under which 
the companies had no incentive to eeonorniinl management 
were disappointing and xfc proved to be a great dram on the 
resources of the State 

(it) State construction and management (1669 79) —The 
' 1 Cb u JIM 
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Government therefore decided that so far as capital for new 
lines was concerned, the State should sectne for itself the 
full benefits of its own credit and cheaper methods of con- 
struction. This policy, under which the Sind and Punjab lines 
were constructed, had however to be soon abandoned owing 
to the financial difficulties of the Government 

(iii) The new Guarantee System (1S79-1900). — Accord- 
ingly the Government decided again to utilize the agency 
of guaranteed companies. Contracts weie made with new 
guaranteed companies such as the Bengal-Nagpur and the 
Madras and Southern Mahratta railway companies Under 
this system, the lines constructed by the companies were 
declared to be the property of the State, which was entitled 
to terminate the contracts at the end of twenty-five yea is 
after repaying the capital provided by the companies. Interest 
at 31% was guaranteed during the period of the contract. 
Under this new guarantee system, the terms weie m even 
respect more favourable for the Government than befoie. The 
companies were allowed to manage the lines when completed. 
In subsequent years, when the old and new contracts ex- 
pired, the Government purchased the lines and either trans- 
ferred them to State management as in the case of the 
Eastern Bengal or Sind-Punjab railways, or handed them 
over again for management to' the same companies, as in 
the case of the East Indian and G.I.P. railways. In this 
way the State came to be the owner of the bulk of the trunk 
lines. Until recently, however, the management was left 
to the companies subject to Government control, exercised 
through the Bailway Board which was created 1 in 1905. The 
last of the contracts (i.e. with the Bengal-Nagpur railway) 
will expire in 1950. 

(iv) Rapid artension of railways and commencement of 
railway profits (1900-14) were the features of the pre-war 
period of 14 years. Ip 1908 the __ ‘programme’ system was 
adopted, under which the Government laid down for the 
future the standard of T121- million a year for capital expendi- 
ture on railways. Loans were raised in England for this 

purpose. The commencement of railway profits was due partly 
to the general economic development of the country and partly 
to the expansion of irrigation works in the Punjab and Sind. 

(v) Breakdown of the railway system (1914-21). — During 
this period there was a serious breakdown and deterioration 
of the railways, partly owing to the war-time pressure on 
them and partly owing to the curtailment of the annual pro- 
gramme of capital expenditure. 
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§3 t\i) The Aeworth Committee.-- \n overhauling of railway 
policy ov as effected on the tecotnn nidation* of a special Kill- 
wav Committee tl*hSM) presided over bv the late bir Wflham 
\cworth The Comnuttw favoured state management of 
tin, railway* and al-o ul\ot ited coii-i ruction of new lines 
bv ‘'tale agency It miv ht addul that Indian public opinion 
lia» alw a\ a strongly > ppnred company management Apart 
from profits taken out of Indu b\ tlie oompinns the charge 
against them that the r poluv wax unsympathetic toward* 
Indian nation il interest* Far from helping Indian manu- 
facturers and <omni»ree it seemed actually to discriminate 
against them \l«o srant attention was paid to the eomfor* 
of the third ebus jn senders from whom the main pert of the 
railways revenue was derived Lmler the new policy tie 
Great Indian Peninsula the Ea-st Indian the Southern Pun- 
jab the B B t t I and \c-aid Bengal t ulna vs have been 
transferred to State management The Railway Board was 
al=o reorgamred It is the agency throuji which the Goverr - 
ment of India exercises effective tupemsion over the whole 
railwav »n the country Larger funds were also unde 

available for capi al expenditure on railwav* 

4i V'°' ,ier c j UD v l m administration njx tie reparation of 
tlie Railwa% from General finance in 192a as recommended 
bv tlie Vcworth Committee in o*der to insure the railwavn 
be.ng run as a commercial concern Under the new arrange 
*° -*• * •*— 

“S S r "" tie «pLi,ou JLitan 

were year* of prosperity 

n.. IOT6-9 Partial Ptcorcry ar<i Rahcav Inauini 

2936-7' jwrtlr ow imt'to. th fner 5Ed be?Jn to *** t!ieir wav ln 

partly owmt- £ ,^ e roeyverv of trade and prices and 

Such r a ' p !V:! Tf ^ men 1 t ,n expenditure, the need for 
f 2936 n ) Zed | ^ v 0 l ^tx Ih(]u rv Committee 

SSL mE'tlS ' , Th< * Com 

as— eei of ° ? suggestions concerning almost even 

for ,In proving efficiency and effect 
put into force ^° me suggestions have al reach been 

<x> Indian rail, ray, during Die recent tear —Indian 
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railways have once again been called upon to handle heavy 
traffic and to meet abnormal demands on their transport capa- 
city. Mnch of the coastwise traffic and road traffic has been 
diverted to railways. owing to scarcity of shipping and petiol. 
-Partly owing to the heavy traffic and partly owing to increased 
rates and fares there has been a sharp increase in railway 
profits, and the railways now contiibute laige sums to the 
general revenues. 

§5. Federal Railway Authority. — Under the 1935 Constitu- 
tion 'of India the actual administration of railways will be 
placed in the hands of a Federal Raihcay Authority which 
is to be the executive authority of the Federation in respect 
of the regulation, construction, maintenance and operation of 
railways. - * 

§6. Economic effects of railways, — The lailways have con- 
ferred substantial advantages v on the country. They have pro- 
moted the efficiency of general administration and of mihfcaiy 
defence, and have contributed to the cultural progress of the 
country. Then* economic effects have been equally staking. 
Famine relief in a country like India depends in an efficient 
railway system for the quick conveyance of food-stuffis to 
the affected areas. 1 The railways promote economic advance, 
tend to equalize prices throughout the country, create new 
employment, and make possible a more even distribution of 
the population. The economic isolation and self-sufficiency 
of the village have been broken down by railway develop- 
ment.) Agriculture has been commercialized, i.e. the agri- 
culturist grows not only for subsistence, but for profit by the 
rale of his produce, for which he now commands a wider 
market owing to the extension of railways. Not only national 
trade but also trade with other countries has been stimulated 
by the facilities for rapid conveyance of goods to tile ports 
for shipment abroad and from the ports for distribution in 
the interior. On the other hand, the railways have led to 
certain undesirable results, such as the rapid decay of indi- 
genous industries, due to the intense competition of machine- 
made goods which the railways could carry to the., remotest 
parts of the country. 

§7. Need for farther railway development. — On the whole, 
’however, the benefits conferred by railways outweigh then- 
drawbacks, and speaking of 'the future there is more and not 
less need for railway development, especially in the rural 
-,r(wc -rcWV. «« inadequately served. India’s backwardness 
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n nh sd vtlop »M W 1 op I w th c tl r coontrie- 
, t \ mn U tl e Let «1 wh 1 tl re ar o a Rifle of line 
pet 1(H) q miles in 11 e U b 1 tl <re are onlv 2 2 miles of 
1 ne 1 r UX) sq i 1* hlnlia Wo * v tl ra 1 avs con. trt e 
t on al o i ecr ar to <1 'cli>i and encourage industries 
o n ted mil ia\ a s Tie nl»w vates poliC «hould 
n at furtl ermg tl e g nernl d t al dev lopment f In 
un Tl er ' at pr nl i Ra 1 vav Rale 5 Adv sort 
odl it e to at ro pla i s of nd i -eftrence lu"h 

t lack of v allc f tl es to trade c and to make 

wo nonl i tic C rn on ! e < n atters 
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*b RWd history — \ air ad j>« n ed good road, were 
few t ddl f th last entura I^erd \\ II am II nt nek 

rev 1 ilea la I e Ua c n ect «* the no tl of Ini a 
lie Tl r It lie onstrnct on of tic Gran! 
k I 1 In 1 I rar« 1 Dll tnd Calcutta 
\ apter 1 e b torv of r 1 na« opened bv 

Lord L e ho Ida nit* road polio 

VCn LcHkoklfcj n uw ra 3 tnd'ml f 

pa we Id I ol tl e j rovin ea in 

* tl e Id HI 1 tan Ik ard w b cl t 11 tl en ho 1 
1 f of It roads \ ra Ini construct on fro- 
ded u| lucam nece 010 to 1 n Id toad to fc 1 tl e 

radw’ 1 lan to compete with them Trunk roads 
howeve c. u nlc neglect d tL Government l e ng mo e 
nr A ti wmtt\ m tie prof table work ng of rnlvavn 
2 1 e [ n e e pc l cy of Lord Mavo and Lord 11 jio w tl 
ard to local self government und r wl cl local control 
ver local nltairs was provided gave some rt niulus to road 
ievelopment The total mileago of extro-mun c pi roa 1 
namtai d b publ c author t e stead Iv increase 1 and it 
stood at 54 191 on 31 Mare] 101A 0( tlev 63 06 mle 

were metalled road and 0 0 48a unmet ailed roads 

Main features of India s road system — Tl emu features 
of Ind a s road svstem tq lei neflv d cnb d Tl ere cs t 
four trunk roads stretcl ng across tl e countrv w tl whit! 
mo t of tie mportant snbs Iiarv roa I3 are 1 nked (1) The 
ost famous of the trunk Toads is the anc ent matching route 
for arm e known as the Grand Trunk Road wh ch stretches 
right across the northern part of the countrv from Khjber 
to Calcutta the other three connect (j Cakt tta w th Madra 
(tu) Madras w tl Bombay and (iv) Bombav with Delhi 
These four ma n roads account for about 000 out of the 
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G4.070 miles of extra-municipal metalled roads (In 1937-8) 
in British India. Southern India is most favoured both as 
regards the number and the satisfactory character of its sub- 
sidiary roads. The worst -served regions aie Rajputana) Smd, 
parts of the Punjab, Orissa and Bengal Audity, spai senes - 
of population, unbridged and unbridgeable waterways, diffi- 
culties of the ground (as m the lower Kimalayan reaches) , lack 
of suitable road-building materials, etc , are some of the obsta- 
cles that have prevented more rapid pi ogress Besides metalled 
roads there is a large mileage of kachha (unmetalled) roads 
(220,485 miles in 1937-S). 185,044 miles of these loads pio- 
vide quite good going for motor tiaffic duimg the dry weathei 
§10. Need for more roads. — Considering her size India is 
extremely poorly equipped with loads. The deficiency is all 
the more keenly felt now that motor transport is advancing 
by leaps and bounds and creating a new range of problems ot 
road construction and maintenance As against 2,500 mile 1 ; 
of road per 1.00.000 of population m the U.S.A., India has 
only 84 -miles. While the countryside is crying foi more 
and better roads, much difficulty is being experienced m mam- 
taming even -the existing roads m a toleiable condition Hoads 
controlled by the local bodies are in a particularly bad stare 
because of the pool resources of these bodies. The counfciy 
needs a perfect network of arterial and feeder roads for the 
smooth conduct of her extensive, internal and external trade, 
for the development of industries connected with the prepara- 
tion -of agricultural produce and for the proper exploitation 
of her valuable forest resources. 

§11- Rail-road co-ordination.— The development of roads, 
however, need not adversely affect the lailways. In fact the 
railways will derive considerable benefit from such feeder 
roads. "While road motor traffic has an advantage over the 
railways so far as lighter traffic and short journeys are con- 
cerned. the railways will be a more convenient and econo- 
mical form of transport for heavy loads and longer distances. 
On the whole, roach and railways aie complementary to each 
other lather than competitive. In lecent years increasing 
attention is being paid to the need foi co-ordination of rail- 
road transport The question was discussed by a specially 
convened Road-Rail Confeience at Simla and was later (1937) 
■ examined by the "Wedgwood Inquiiy Committee. On its 
recommendation the Motor Vehicles Act was passed by the 
Central Legislature (1939). It provides for the regulation of 
motor lorries and omnibuses so as to ensuie their being run 
as a public utility concern by Transport' Authorities estab- 



Wft TE^apoLT tf*dp 

Itebed in each province It al-o gives the Provincial Govern 
merits powers to control road transport so as to avoid sen'eless 
competition between the railways and tbe road,. This ttew 
le-nslation 19 expected to result n e tabl-sbing a coordinated 
s^tem of transport Bead com petit ion ha« been considerably 
curtailed owing to petrol rationing during tl 0 recent war 
§12 Hew road policy — \ special Road Development Com- 
mittee was appointed m 192" io consider India s road pro- 
blems Tbe Committee empha azed the nbcc-^ity of a ccmpre 
bensive road policy and of co-o dmation of local programmes 
It pointed out that road development was pa sing beyond the 
financial capacity of I rovmcial Governments and local bodifr- 
and was becoming a national interest which should therefore 
to an lncreaang extent be a charge on central revenues It 
also recommend -d that local bodies should receiro more liberal 
financial assistance from provincial fund. 

In accordance with the Road Committee b recommends 


tions the import and <*ici e duties on motor spint were 
increased from 4 to G annas per gallon in March 1929 The 
proceeds of the additional duty were allotted for expenditure 
on road development be ng credited tr a separate Road Deve- 
lopment \cconnt The annual grant after allotting 15% to 
the Government of India (till 1934 only 10%) is apportioned 
srnorg th*- provinces on the basis of then- respective pe rtl 
consumption The-<e grants are made for expenditure on 6uch 
schemes as are appnrred by the Governor-General ln-CouncD 
with the advice of the Standing Committee on Road3 of the 
Central Legislature In order to secure co-ordination in road 
matters pe-iodic Road Conferences of provinctal represents 
live, with the Standing Committee on Roads are held. This 
policy was placed on a more or le*3 permanent basis in 1934 
A further Road Resolution (1937) ha? empowered the Govern 
ment of India to resume ihe share of a province if it falL to 
control and regulate motor transport within the province 


Wafer Trarsport 

§13 Inland waterway? —Water transport played an import 
*vnt part m the carrngo of bnlkv commodities before the era 
of railways and even today it continues to plav bv no means 
a negligible part m inland trade On the whole however, 
m spite of the relative cheapness and certain advantages in 
the carrying of large cargoes water transport has failed to hold 
its own in inland trade since the advent of th» raHways 
Water transport falls under two dm ^ons (,) inland 
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waterways and (ii) Marine transport. Inland water trans- 
port is supplied by the great river systems of northern 
India. 1 The Indus, the Ganges and the Brahmaputra are 
navigable by steamers all the year round for hundreds 
of miles above their mouths or above the heads of navi- 
gable canals traversing their deltas. The tributaries of 
the Indus, the Chenab and Sutlej are open to small craft 
all the year round. The rivers in the peninsula generally do 
not, however, lend themselves to navigation, as they are not 
perennial and pass through rocky beds. But the Mahanach, 
the Godavari and the Erstna are navigable m their upper 
reaches. Inland navigation, which was largely resorted to 
in the old days (e.g. the Ganges was a great natural highway 
of commerce) has received a setback since the appearance 
of railways. The Industrial Commission (1918) urged the 
co-ordination of railway and waterway administrations with a 
view to relieving the existing congestion in the railway system 
and meeting the needs of small-scale transport in the country. 
§14. Marine transport. — We have already referred to the 
extensive coast line of India. India appears by nature to 
be meant to be a sea-faring country and may well aspire to 
be one of the principal carriers of the world. 2 Till about the 
beginning of the nineteenth century she could be spoken of 
as a considerable maritime country. She had a flourishing 
shipbuilding industry, and the bulk of the commerce in the 
Indian seas was then carried in ships built in India. The 
introduction of iron-built ships, improvement of naval archi- 
tecture, and the jealousy of the English shipping interests 
brought about the decay of -Indian shipping. Indians share 
in the coasting trade amounts only to 25%, and m the oceanic 
trade only to about 2% . This highly remunerative branch 
of business is at present controlled by foreign shipping com- 
panies, whose competition prevents the rapid development of 
an Indian Mercantile Marine. The adoption of devices of- 
unfair or cut-throat competition such as deferred rebates, (i.e 
the grant of rebates or refunds of a certain part of the freight 
paid at the end of a specified period, provided the shipper 
or merchant does not send his goods by any other line) and 
* rate-cutting have hampered the development of Indian navi- 
gation companies in the coastal trade in India. The Indian 
shipbuilding industry is in no better position. 

§15. An Indian mercantile marine. — The need for the deve- 
lopment of an Indian mercantile marine was stressed by the 
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= See §20, and cli i §4. 



103 Elt 1NSPOTT I'D in»l 

Mercantile Marine Cnniinitlte (1023 w-lmli rtcommindeO 
the reservation ot the toast al trails lor -tups control id bj 
Indians \n unsuccessful attempt was mido in 3925 by Mr 4 
S Hap to promote a Bill in the < entrjl legislature for 
the reserving of coastal traffic for Indian shipping, and a simi- 
lar fate attended fresh attempts made more recUitlv (1937-S' 
On the recommendation of the Indian Mercantile Marine 
Committee the Govirnmcnt Ins however prouded a training 
ihip (I M M T S Duffcrm) for Indian cadets 

The present w lr ha eni] hasized the important, of every 
maritime cvnntn bnilduv it 1 * own ships m its own vard 
Steps hftic rectnth <1)11 1 bten taken toi tal Ji«h an Indian 
sbip-bmlduip \ard at A izagapatani bv the ^cmdia Steam 
"Navigation Comjum which has received certain facilities 
from the Itc>\ eminent f India 

I ir Traiiipurt 

, 16 Air transport — '■•mre tin. war of 1914 1R civil aviation 
has made rapid pn 0 rec and has initiated a far reaching xe 
volution in the trail p* rt system of the world 

Intert t m mil mat ion in India was arou«ed bv the in 
luguration of a posTt! air mail erviee between Karachi and 
Bombay lar D ely on the initiative of Lord Llovd Governor 
af Bonibav (1918 *1 Ihe inauguration of the Trench and 
Dutch air services urns* India regular weekly Impcnat Air 
ways Service between England and Karachi f until its suspeti 
sion daring the recent war) the introduction of the Empire 
mail scheme and the general increase of civil aviation in all 
parts of the world have stimulated both the Government and 
the public Besides the new Government Department of 
vvnl Aviation private enterpn--c has also come forward and 
there are at present ten acro-clubs which give instruction in 
aviation There i> a growing organization of trunk -aLr lines 
m India rhe Government of India have encouraged aviation 
y granting subsidies to the flying clubs in India with a view 
o reducing the high cost of training pilots and by instituting 
c vii aviation scholarships The value of aviation .to busmens 
oes not vet appear to be properlv appreciated in India but 
the prospects are not altogether discouraging 

, p W3r has greatly increased the urgency of developing 
. in -‘“ma and Ins led the Government to take more 
vS.™ . Vv way of expanding the Indian \i r lorce 
... v ° n * 6,310 in 19 ^- and hy enconrag 

mg the establishment of an aircraft facton in Bangalore 
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Trade 

External Trade 

§17. History of India's foreign trade. — As long ago as 300 u.o 
India had establish! tiading connexions with Bab} Ion. Egypt, 
Borne, Greece, China, Iran and Arabia. This eaily trade 
was in i are and costly commodities, the principal ai tides of 
export being fine textile manufactures, metal waie. ivory, 
perfumes, dye-stuffs, spices, etc., while the impoits consisted 
of brass, tin. lead, wines, horses, etc . and of a huge quantity 
of gold. The last item suggests an excess of exports over 
imports, which has always been a leatnie ot India’s 
foreign fiade. During the Moslem period , communications 
established with India thiough the North-West Fionner en- 
couraged the overland trade of India with Iran and countries 
to the noith. Towards the end of the fifteenth century an 
all-sea route to India via the Cape of Good Hope was dis- 
covered by Yasco da Gama, and thus was established the 
fateful contact " between the east and west Four western 
European powers struggled foi the monopoly of trade with 
India. These were Portugal, Holland, England and France. 
England was destined ultimately to triumph over the other 
nations, and the East India Company, which was formed m 
1600, succeeded in capturing the trade of India and inciden- 
tally became the first territorial power there The nineteenth 
century witnessed a change as to the nature and the direction 
of India’s foreign tralle and India came to export large quanti- 
ties of food-stuffs and raw materials, and to import, mainly, 
manufactured goods. , 

§18. Growth of India’s foreign trade. — India’s foieign trade 
began to expand rapidly after i860, when the Suez Canal was 
thrown open for navigation. The constructiomof railways and 
loads in the country also promoted the development of ex- 
ternal as well as internal tiade. Exports increased fiom an' 
average annual value of Bs. 55-86 crores for five years of trade 
during 1864-5 to 186S-9 to an average of Bs.- 354 ciores per 
. year for the period 1924-5 to 1928-9. During the same period 
imports rose m value from Its. .31-7 croies to Bs. 251 crores. 
The main causes of this growth were the establishment of 
peace and order, improved means of communication (includ- 
ing the laying of the submarine cables between Bombay and 
Suez), the great improvements in naval architecture and rapid 
growth of mercantile marines in other countries, lemoval of 
internal customs bamers and transit duties m India, and the 
adoption of the poliev of free tiade. For a lonff time Great 



Bntan natlinllv occuped a pr£j iimnt posit on m l!' 1 
Tnd an mirltt S net tt o clot o[ t) e la-t centory hoacectr 
Germany Japan tha 0 t \ .1 other ountr.M haw come 

„ u frr ou 9 competitor ol ( r at lit n n Danttfi t! c VM 
ol 1914 18 Japan and the L S \ greatly increased theifau-ire 
m India 6 fore go trade and tefore t! recent war Tapancst. 
ood» bad been ou t ng not only lir t si but even Indian 
^oods in our own markets The war of 1914 18 givo a tem 
porary setback to Ind a s foreign trade e. pec allv to tire import 
trade The export trade d d n t suiter t the same extent as 
there we. at H con- <i rable de nand for Ind a 6 staple exports 
The term nut on of the war was followed n India a m other 
countries b> a trade boom wb ch m turn was succeeded by a 
trade depress on kltcr a temporerv pi a«e ot recovery dur 
ing the yeara l9°9-33 the world passed through an economic 
depre on o£ unprecedented seventy wb ch ecr ously affected 
Ind a s fore gn trade The export trade suffered more titan 
the import trade owing to a relatively much b gger drop in 
the prices of raw materials and food stuff as compared to 
nanuhetnres an! owing to d m n shed world demand for 
Ind a s staj I sports The export trade d cl ued in value 
to II 1 ( cures n 11 2-3 lie lowest vain of import 
trade namely R 11 crore" was reached in 1933-4 Sub- 
sequently there was partial recovery following a general 
recover> in the vorld demand for primary commodities and 
raw mater il* The value ot the export trade (exclud ng 
Burma) d ring 193G-" was Ra 1 V crore* and of tl impo-t 
trade tl 111 crore Th balance of trade in private mer 
chand so wh ch used to be greatlv in favour of India in former 
rears brank to Rs 3 crore m 193" > -3 but later partially 
recover d Thu reco\err rece red an unexpected netback witl 
the advent of the business rece on in 1937-8 ih ch nl-/> 
affected India e fore gn trad 

"19 lndl3 9 fore, ^ n during the war period (September 
1859-15) —The outbreak of the war In Europe m Sep- 
tember W) changed the Ind an trad,, po lion and the whole 
an! 00 f,-T as transformed from pes imi=m into opt rai*m 
iho total exports rose from Rs 169 crore s jn 1938 9 to 
r °4* ctows in 1939 10 The total value of imports ton. 
Irom Rs lo9 to Ts 16a crorea in the same v ar The trade 
atuaton underwent detenoratioi m 1940-1 when import 
leelmed m value to Its 160 crores and export* to Rs 19° 
crores The following vear m s r it of the dislocation of the 
^ er °. atl0D ^ exchange control restrictions m respect of 
exports and imports growing shortage of co na D t higl er m 
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suranee and freight rates, showed an appreciable improvement 
in trade more in respect of exports than imports. The mcrease 
in trade with Empire countries and with Allied countries like 
the U.S.A. has thus compensated for the loss of the conti- 
nental markets and latterly of the Japanese and other Far 
Eastern markets. 

§20. Main characteristics of India's foreign trade. — The fol- 
lowing two tables (I and U) show the comparative importance 
of the principal articles imported into and exported from 
British India 1 * in 1940-1 and'' two preceding years. 

The most outstanding characteristic of India’s trade is 
that the bulk of the exports from India consist of food-stuiis 
and raw materials, while the bulk of the imports consist of 
manufactured articles. Owing to the industrial development 
smce the war of 1914-18 .the percentage of exports of manu- 
factures to the total exports has recently shown a tendency 
to mcrease gradually. 

The present v,at, b.t accelerating the industrialization of 
the country, has strengthened the tendency of the percentage 
of exports of manufactuies to total exports to increase. , Con- 
trariwise there has been considerable increase in the imports 
of raw material, sucb as raw cotton, m the war period. 

Another characteristic of India’s foreign trade is that 
while the import trade consists of a wide range ot articles, 
the export trade is restricted to a comparatively few great 
staples like raw cotton, jute, tea, oil-seeds, and food grains. 

The third noteworthy feature is that Great Britain holds- 
a piedominant position in our foreign trade, especially on 
the import side. On the export side, while she is the most 
important single customer, the aggregate of that trade w 
more evenly i divided than the import trade between a num- 
ber of counti ies." Lastly. India's foreign trade normally 
shows an excess of exports (m merchandise) over imports, 
i.e. a ‘favourable’ balance of trade (see §24 foi an explana- 
tion of this feature) considerably decreased in recent years. 3 
§21. Principal articles of imports and exports. — We shall 
now discuss the relative importance of commodities (i) on 
'the import side, and fii) on the export side. 

On the import side, cotton and cotton floods still hold the 
place of honour, though the percentage proportion of total 
imports has appreciably fallen owing to increased production 
of cloth in the countiv itself, and the disturbed political 

1 i e. the foreign xraae of ports in British India 

3 See Part I, ch. xh. 


1 See a1=o S22 
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situation in recant tears Th war 1 as led to a furt» r upline 
m tie imports of piece g -ods md tr ai ircrrvc n toroe 
1 redaction Tit. mn-orts rf t it n j ret goods wt k4i for 
jnerly came tmrnh from Larca«‘ .re - ne from J-»rnn before 
tie fretzing of Japans a sets i till 1 Ml Japaa thus 
appreciable mcr aw'd 1 r Lar< it e Ind an market and 
w a? » sinoos rnil f Lancasl "e a 1 * well is of tie Indian 

mills The import i mw cott i re al~o m rtn mg owing 

to the growing n «, f super or In tnj !e a t oi in our mill* 

Gram pu!-< At 1 fl ir mad ner\ 3nd null work — the itn 

jiorts of wl ieh hat n d ml h fall n n *■ the beginning 

of the recent war — n nenl wU \ehnlt- metal and ons t 
silk dvemg and tanning «nit> tances m truments apparatus 
mid appliances wool raw an 1 ii inufailured paper an 1 
past* boar I chemi al drags and medicines wire th*e arti 
cle« of import < f on«id ntle in p rtai 
T\BLF I —Imp rt< 

Th* fol ufce* *tr r tfc« ranjun tr f»-T»cr* i t» pnncirfl 

irtttto imported otn *d fron li c .* a fce fn 

19TM0 ini 1MM 
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• TABLE IT — Brporh 


(In lakhs of rupees) 


1 

1 

1 

i 

i 

i 

( 

i 

i<m-o * 

t 

! 

1939-40 

1910 1 

3 % J: 

^ ”7 

S’a.JS 

S O i ^ 

-J ** 

j "5 £ cr 
*** *" 

■lute, raw 

Jute manufactures 

13,40 1 

19,83 

7 

1 20 

20,26 | 

4S.72 ' 

45 3*> 

>1 

Cotton, raw and waste 

24,07 

31,04 

21,55 

, V 0*1 

Cotton manufactures ... 1 

* 7,12 

8,57 

10,59 

8 33 

Tea . . . . ' 

23,29 I 

20,31 

27,74 

1 1 8 > 

Seeds 

15,09 1 

11,89 

10.05 

5 53 

Leather . . 

5,27 

7,09 , 

3,9S 

3 20 

{train, pulse and flour 

4 ,o i 

5,09 

5 91 

,3 It) 

Hides and skins, law . . 

3,8-1 1 

( 11 

,3 11 

1 08 

Tobacco 

2,75 i 

2,53 

J. 88 

1 54 

fruits and vegetables 

2,27 j 

2,37 

2,4 5 

1 31 

Wool, raw and manufactured 

3,85 | 

1.03 

2,37 

1 27 

Lac 

1,27 i 

191 

2.25 

1 21 

Rubber, Taw 

7V 

94 

02 

49 

Rubber manufactures 

4 

0 

41 

22 

Oilcakes 

3,01 

2,03 

84 

•45 

Coir 

90 

1.28 

f i 

•11 

Hemp, raw 

72 

80 

78 

41 

Spices 

78 

1 08 

75 

-40 

Pro-visions and oilman’s stores 

59 

71 

i «> 

39 

Building and engineering materials 
other than of iron, steel or wood 

15 

31 

G3 

•34 

fish (excluding canned fiBbi 

09 

70 

0 5 

34 

Dyeing and tanning substances 

59 

71 

54 

29 

-Boots and shoes 

07 

29 

50 

20 

^Manures • . 

37 

48 

40 

•24 

Paraffin wax 

36 

33 

35 

19 

Drugs and medicines 

OR 

33 

31 

j IS 

All other articles 

10,70 

19.09 

21 .30 

j 11 38 

Total value of exports 

102,79 

203 92 

a 

180.8*5 

1 109 Oft 


The normal eharacteiistics of India's sea-borne trade are 
0) the predominance of foodstuffs and i aw materials on the 
side of exports and of manufactured ai tides on the side of 
imports, (ii) a wide range of articles on the inipoib side as 
contrasted with a comparatively small numbei of items con- 
sisting of gieat staples like raw cotton, jute, oil-seeds and 
foodgrarns on the export side, (iii) the predominant position 
of Great Britain m India’s foreign trade especially as regards 
imports and lastly Civ) an excess of expoits over imports i.e. 
a favourable balance of trade. The ordei of importance 
among the principal impoits is (1) cotton and cotton goods 
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(2) gram pohn. and flour, «J oi% <i< niaebmen mm! ® v 
wo-k and (5) metals and ore, 

flimilftTly tor exports the order y, 4 - W cotton 

(*) tea (3J oil seeds <i> leather (5) metals and ores <C> grain 
puUe and flour (1) raw bides and ekms (6) wool row and 
nunolactured (<» tobacco (10 traits and vegetables 01> ou- 


Tba Second W rid 1' ar like the war of 1914 18 gnu 
some BtiTnnSw-. 10 mdu triaWition m Indu and an increas'd 
proportion of manuficiurea in our exports and a smaller pro- 
portion of raw materials in onr imports The tall n> the 
imports if 10 uioCwctuies was due to the preoccupation of our 
normal supplier, with war production the shortage and 
difficulty of shipping and the cousin ation of foreign ex- 
change by the Government for the purchase of essential war 
goods The morel's* m the expon of manufactures trom 
India was due mainly to the difficulty experienced b\ countne* 
n the M ddtc La t in obtaining their supplies from western 
countries who were unable to export to them for the same 
reasons that they were nmbl#* to export to India WhetVi 
the advanu - pitied by Indu dicing the war will be returned 


with tbr r tom of norma! < nditions will depend on ih« 
wudjtti md vigour of our national policy and our advance 
lu efficient and sale-roanship 

(f/2 Direction of India s Trade —Before 1*»H the United 
Kingdom and Eurcpe generaUj dominated the foreign trade 
of India The T nittd Kingdom was the chief participate- 
althuit^h ( c num> and Japan had already begun to tigure 
promirently in the period before 15H4 m the trade with India 
Th United State, began to asramo x position of growing 
importance from the tear 1014 The Ottawa preferences 
introduced in I'QS helped the TJ nittd Kingdom to recover 
[<art of the ground glie had lost to other countries trading 
with India Tbe trend of India » trade away from the 
united Kingdom however persisted and was emphasized after 
the outbreak of (be recent war Before the war, while Inch* 
had normally a favourable balance of trade on the whole 
with tbe United Kingdom she u*ed to have an unfavourable 
balance This position ha, however been reversed in the 
coar«e of the Second 'Vf odd W ar and there is an excess of onr 
expels over imports from the U K India s large favourable 
balance of trad<» w,tb England has enabled her (j) to dis 
charge hr current obligations m England by direct exports, 
(u) to reduce the volume of these obligations bv repatriating 
bee sterling debt 'and (iu) to accumulate large eterlmg 
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balances held in London in the name of the Reserve Bank 
of India. 

' Developments in trade doling the war disclose some 
striking features in regard to its direction. Of tire Empire 
countries, while the total value of India’s trade with the 
United Kingdom in 1944 stood at about the same level as 
in 1938 (Bs. 103 crores), that with Ceylon. Australia, South 
Africa and Canada showed a marked expansion during the 
period. Among the non-Empire countries, noticeable in- 
creases have taken place in respect of the United States. Iran 
and Egypt. 

§28. Re-exports. — India r has a ceitain amount ot re-export, 
(entrepot) trade. Bemg situated in the centre of the eastern 
hemisphere, she is fitted to act as a distributing centre, parti- 
cularly for those Asiatic countries which have no sea-board 
of their own. The re-export trade is mainly in manufactured 
articles, especially textiles, imported from the western coun- 
tries, which are taken by Iran, Muscat and East Africa. The 
principal article re-exported to western countries is raw wool, 
which is imported across the land frontier of India The 
hulk of it goes to the United Kingdom. 

§24. India’s balance of Trade. — A large surplus of exports 
over imports of merchandise is, as already mentioned, a 
feature of India's foreign trade India’s average favourable 
(visible) balance of trade in private meichandise was Bs. 78 
crores in the five pre-war years, Rs. 76 crores during the five 
war years and Bs. 53 crores during the five post-war years 
•ending 1923-4. After rising during the next five years to 
Rs. 113 crores it dropped to the low figure of Bs. 43 crores 
during the five years ending 1933-4. In the year 1932-3, it 
was only y Rs. 3 crores. the smallest on record. Since then it 
has partially recovered, being Bs. 7S crores in 1936-7. In the 
year 1937-8 it appreciably declined to Bs. 16 crores because 
of a considerable increase In the import trade, decrease in ex- 
ports and the separation of Burma Dining the period from 
September 1931 to 31 December 1939, large exports of gold 
(over. Bs. 351*40 crores) helped to maintain the visible 
balance in merchandise and treasme and enabled India to 
meet her large overseas obligations. The trade balance 
position substantially improved in the year 1939-40, when, 
mainly as a result of the war, the surplus of exports over 
, imports was nearly Bs. 48 crores as compared with aboni 
Bs. 17*5 crores in 1938-9. It declined to Bs. 42 crores in 
1940-1. The improvement in the export trade in the following ,, 
year raised the favourable balance of trade to Bs. 79 crores. 
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TTtNSrorT AND ir'fE 
The u -farts for 1912 19% and 1944 are Es 101 40 crore 
Bs 66°1T troitb and 50 G5 crou* re^cmelv The de 
cEne m the favourable balance is dne to greater availability 
of consutntr and e lpital goods and increased facilities for un 
porting them 

§25 The drain theory — India s bihituul excels of exports 
over imports lias gi\<n rise to th< duin fheon which at 
one time loomed 1 irge in tconoriiR discussion* in the country 
This excess has been looked upon b\ some people as a measure 
of the tiibuti piwl b\ India to England on mg to her political 
connexion It i» clear tint for h»r vu ion* outgoings On 
risible tfhpml surh is interest on capital borrowed abroad 
-alanec ami pensions of olki era pawble ibroad profits of 
banker md shipping and insurant e companies) India re 
ceivcs fine kind of return but tin question is whether the 
return m even wav uleijuab In an olunentary book 
like thus it is not po sibb t deal with tin pros and cons of 
tin <cntr< versv and tin inti rested leadi r must be referred 
to our !»v i work 1 kpart from the question of adequate 
rcturi it rl arh dmrahle tc lesson the amount of the 
Home (tm^i ind other d bit it« ms of India «ay by reducing 
our t r w uf. ibi id b' Jndiamzing the civil and mihtarv 
Mt <i n»d (, inrallv bv tntounging the eionomic develop 
tu i k of the i.ountrv and equipping it with its own banking 
tujpmg and insurance organization Trora this point of 
view we mav weltome tin vm considerable reduction m the 
'•tirlin*. debt f India a r« «ult of the lepatnation of sterling 
^ • n '' ‘ *rried out i spcciafiv since the commencement of 

Land frontier trade — In spite of her extensive land 
u< inter of > IXK) miles 3 India s land frontier trade is veev 
ini itel owing to the existence of onlv a few openings or passes 
hk< the lohn P i=t on the North AVest Frontier There has 
fron> iprv incieiit turns existed a tertam lrnnsf rentier trad<* 
with coiintru, bVe M^hamstan Cenfril A^ia Inn, Nepal and 
Tibet Hie principal imports are fruits vegetables nuts 
ray wck I rue silk and living tnimals The mam exports are 
co too xl sugar raw cotton tea and leather manufactures 

Internal Tradr 

*- 7 Coasting trade —The internal trade of India falls into 
two mcUom fit the coastal trade, and (u) inland trade The 

1 fnrf!** r»»m e» wl II eh vt 
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total coasting trade of India amounted to Iis. 73-9 eioie* m 
1939-40. The coasting tiade between Burma and India — 
which lias since its separation from British India m 1937 
passed into the categoiy of the foreign trade of India — is ot 
special interest, B luma’s imports are coal, cotton piece- 
goods, jute bags, pulse and betel-nut. while it- expoito are 
lice, kerosene oil, petroleum, candles, teakwood and timbei 
In the foreign as m the coastwnse trade of India, the principal 
ports are Bombay, Calcutta. Karachi.’ Madras, Cochin. 
Tuticorm and Chittagong, the first tour being moie important 
than the otheis. 

§28. Inland trade. — India, unlike the United Kingdom, is 
more vitally mteiested in her internal trade than m hei ex- 
ternal trade, having regard to her big size, large population, 
vast and varied resources and the diversity of her phjsical and 
climatic conditions. The impioved means of communication 
and transport have also gieatly added to the volume of this 
trade. According to the official publication Inland Trade of 
India for 1920-1, the total tiade was nearly Bs. 1.500 croies. 
This accoidmg to some critics i< an undei -estimate The 
total quantity of inland tiade m the main commodities’ was 
828,219,000 maunds m 1939-40 as compaied with 628,4(14,000 
maunds xn 1933-4. The importance of the inland trade is 
not always duly recognized, and disproportionate attention is 
paid to the external trade. There is a great need for a 
vigorous policy of fostering internal trade especially since our 
external trade has latterly diminished consideiably and is at 
the mercy of arbitrary ‘forces which we cannot control. 

The pnncipal tiade centres of India, apart fiom the tout 
principal ports of Calcutta, Bombay, Karachi and Madras, 
are: Cawnpore, Delhi, Amritsai. Agia, Lahore, Benau;-. 
Lucknow Kagpur, Jubbulpore, Mirzapur, Madura, Gwalior, 
Dacca. Srinagar, Sholapur, Amraoti, Hyderabad (Deccan), 
Allahabad. Jaipui. Baioda, Bangaloie and Mysore. 

§29. Commercial intelligence. — As compaied with moie ad- 
vanced countries like Germany, Japan and the United States. 
India’s commercial intelligence system and trade organization 
aie poorly developed Increasing attention is, however, now 
being paid to this matter. There is the official organization 
consisting of the Department of Commercial Intelligence and 
Statistics, also the Indian Trade Commissioners in London, 

1 The principal articles of inland trade are the great staples of agriculture 
such ate grain, oil-seeds, cotton, jute, tea; by-products of agriculture such 
as raw hides and shins minerals like coal, salt and kerosene, wood and 
timber: and manufactures 
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Haobure Milan aid OaikJ (More the war), Mombasa J .Ea'l 
AfcSj Ne» lort Alexandria and Sidney (Australia) 
There u also an Indian Trade A e ent m laabid lot 
..t™ Besides these there are non-official bodies ™ « f 
xariona European and Indian damtaa »t Commerce ** 
wtecest themselves m the industrial and commercial «ic\eiop- 
ment of the coontrj It is needless to add that accurate and 
full information te 0 ard ng foreign and inland markets ami 
publicity regarding trade and production are essential lor lIW 
proper expansion of our commerce and ineiueti? 


Taiseroftr 

The j reaper tj o< a nation depends greatly on • good syet*ni ot eorn 
imm cal on wh ch brenba down econ mac isolation and it tha vu 7 1 ‘® “ 

1 ade It *» easwii al to the proper ut 1 rat on of » country ■ rcaourcw 
Tho means of cmninumcat on n India vr«* »ery defective ontil lllB ® dal '‘ 
of the n nrteeoth ceniarf 4 rentable econo oic TtroMnn tsv l/*° "rou^il 
nee then by the construct on of a pet* rk of ra lw»v* and w>»4* 
raC.v.n'jA —IndjaA. ca wa< lualnc^ has ?a*kA tta>w e b. aw -TO phase* 
ftetween 1814 and 1SS ra » y» were retatrucled and managed hy Bntiab 
runpam s eajojin, guereu c d n treat This old guarantee afdep 1 being 
found apeusve was aband ned to a abort per id OSC>ya jn favour of 
ate conltru t on aoj roam emeot wbwh proved in effect ve TJ>« guarantee 
ja era was ro-adopted in 18 3 It »n however considerably BndiSei Is 
favour of the Government wh ch gradually acqn rtl the ownership of moat 
of the (rent re Iway hoes although mausgeramt was largely Mh •“ 
compan ea blind* I silwavs wh ch were a loa ng ooocem on til 1000 br„»n 
yitill t eady pronts and n 1903 the programme system, tindvr wb ch 
cry year the Elate prev ded for a lsr„o cap tal rxpend tnre cn {iilwavs 
was adopted During the war of 1911-18 the r» Iwavs tuff red terioua de o 
n jb o» ng to the prre ore of -work and drastic reduction ut the c»P 
expend tore A t milar effect baa boro produced by the present war 
On the recommendation of the Aeworlh Comm ttee on Indian Rilwayi 
railway polj-v was overhauled Pror aujn was made for J»rger capital 
expenditure Under the policy of man» 0 ment of te Ways fcT the Btato 
recommended by (be C mm tfee the management of four truf>h line* has 
been transferred to the S ale The r« lw*y budget was separated from the 
general budget Owing to fho severe trade depression 0 { jipSkSt) tb« ra3. 
ways bad to (i.r coal anal defic t» and were unable to malh the r fired 
contnbnt on to the general revenues between 1931 3 and 1936-7 E oce then 
thesr financial pos nra has unproved particularly during the *«cent *B 
Tb-re h a great need fur further raffway development In th country 
as many areas are el If leading an Isolated existence 

R-sJt —lord Dathous e was rftpone'ble for * vigorous roH'l pol cy as 
b* was alBo mi nly responj ble for the railways A Central yoblio Work* 
Department and Jlunncisf Pphi e Wrfl Departments were established aid 
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trunk roads wore constructed. Font such great roads exist, and also subsi- 
diary roads, the total mileage of extra mnmcipal metalled roads being 61,070 
The mileage of lachbn roads is 231,253. 

'The advent of motor transport nud its remarkable development m recent, 
rears liave emphasized tbe need for more and better roadt.. especially m rural 
areas where tlieir deficiency is keenly felt. Railways and roads are large! 
complementary. A new road policy v>ns adopted (192? -30; on the teoom- 
mendatiou of -the Road Development Committee, which is characterized by a 
co-ordma*ion of local toad programmes and grants by the Central Guv eminent 
for this purpose to the provinces oat of a Road Development Acconut to 
which, the proceeds of an additional duty on petrol are credited. 

The organization of the Central and Provincial Public ’vYorhs Departments 
is described. 

Tinier transport .— NVatcr transport falls into two divisions: Inland water- 
ways and Marine transport. Xorthern Indio is better served by natural 
waterways like the Indus and Ganges than peninsular India. Railways are 
a serious rival -today to river transport. 

In spite of her extensive coastline, a large volume of coasting and oceanic 
trade, and her reputation as a sea-faring country in the past, the present 
position of India’s --shipping and ship-building industries is very unsatis- 
factory. There is an urgent necessity to develop an Indian mercantile manne. 
The establishment of I.M.M.T S. Dufjcrin on which marine training is given 
to Indian cadets is a step in tins direction. The recent (3RJ1) establishment 
of on Indian ship-building yard at Vizagapatam is -also to be welcomed. 

Aik TmxsroRT 

Although air transport is still in its infancy in India a certain amount 
of progress has been made and some or the principal towns ore alreadv 
connected by airways, not to mention tbe air-services between India and tbe 
rest of the world, or passing through India in normal times. 

The war has given a further stimulus to aviation in India, as is shown 
by the expansion of the Indian Air Forco and the establisliment of the 
aircraft factory at Bangalore 

Tkade. 

India's foreign trade is very ancient in origin. Early trade was in rare 
and costly commodities. A large quantity of gold was-even then imported. 
During the Mohammedan period the overland trade of India received a 
stimulus. Internal communication was also improved The discovert- of an 
-all-sea route to India brought the western European nations into touch with 
India, ana in the struggle for the Indian trade which followed, England came 
out as the' victor. The nature or Indians trade underwent a change and 
' she came to export raw- materials and food-stuffs and to import finished 
goods. Erom 1650 onwards, the progress' of railway and road* construe! ion 
in India and the opening of the Suez Canal gave a fillip to India's foreign 
trade Towards the end of the last century India’s trade with countries 
other than tlio United Kingdom (i e. Germany, the USA and Japan) began 
to increase rapidly. The war of 1915-16 adversely affected India’s foreign 
trade. After a temporary recovery, that trade received an even more serious 
8 
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aetback m the result of tbs world economic depre*« on. Since 19334 % 
partial recovery omared * th tbs except on of a temporary aetback doe 
to tbs recession of 1937-8. 

Ttie present >k*e bst naturally aUeded India a trade. The adverse effect* 
.produced in l&tO-l Were largely counteracted in 1911 3 owing to increased 
t^ide « th Emp re and Allied countries his the U S*A- 

T/n mo n chcraclmsfict of /bins < fortijn Inie are preponderance of 
manufactured gooda on the import * do and ot raw material* and 
c toffs on tho export e d B (thu tendency ha* received * we -come partial cor 
r *t to during the prevent war) wide range of import* a* <x*n pared with a 
restricted hat of itape expert* predominant petition of the Dented Emg 
atom and excel* ol export* over import* of merchandise. 

The prior j«. imports am oil* cotton manufactures machinery and Mill 
work metata and urea grain polve and Sour vehicles (motor) and inttru 
mania Sugar now occnp ea an in* gruficanl politic a. 

The ch «/ tiporli are |nte (raw and manufactured) cotton (raw and 
manufactured) tea seed* grain pules and flour leather metal* and ores 
hides and skma (raw) wool, oil-caVe* etc. 

Before the outbreak of the recent war the GJL had to meet with iu- 
<rea« ng mujai t on from Japan the D 8.A. Oermany etc. but tha war 
resulted m an ncreas* m India # foreign trade w th Empire oountnea. 

The v luine c( Ind a * re-export trade and land frontier tc*da it at present 
■very email. 

Before the trade depresi on of 193333 India u*ed to hava a large trade 
balance in her favour but owing to the *enou» redaction In her export 
trade in merchandise during the yean o! depression this trade balance 
-appreciably decreased The total balance was maintained (>J large export* 
f gold 

The trade balance mewed considerably In India a favour after the out- 
break of the recent Wir 

The usual excess of export* over imports of good* ha* given r!*a to tho 
dr* n theory 

Tbo internal t adc ol India includes the coasting and inland trade- Th« 
internal trado of a country of Indus ■ aua and varied resource* 1* much 
greater than the extcreal trado It needs to be still further developed. 

The commercial otclligenee system and trade organization in India are 
poor when compared mth those ot other eountr es There haa been some 
improvement id recent rears 
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The Indian Curaarscx System 

>^1. A brief history of the rupee. — Before the introduction, 
in 1S35, of a uniform rupee as the sole legal tender m India, 
‘both gold and silver coins were in use. India was thus for 
long time virtually on a bimetallic standard. Silver rupees 
•were largely in circulation in Northern India under the 
Mohammedans, while gold coins had an important circula- 
tion in Southern India, for instance, the gold pagoda in the 
Madras Presidency. The gold mohur had a limited circulation 
•in Northern India. At the beginning of the nineteenth cen- 
tury there were numerous gold and silver coins in circulation 
•owing to the absence of a single central power in India. 
Gradually, as the result of currency reform effected by the 
East India Company, a uniform rupee weighing 180 grains 
<(a tola) Rths fine (i.e. 165 grains of pure silver and 15 grains 
of alloy) came to be established by 1835. Gold coins were 
-at the same time demonetized, and the mints opened to the 
free coinage of silver. The Indian system thus came to be 
-one of silver monometallism (silver standard), instead of the 
•bimetallic system which had foimerly prevailed. 

This arrangement lasted till 1893, when the mints were 
• closed to the free comage of silver on private account on the 
recommendations of the Herschell Committee. This step was 
•taken to meet the grave financial embarrassment of the Gov- 
ernment of India arising from the fall in the gold price of 
-silver and consequently m the gold exchange-value of the 
rupee since 1871. This increased their rupee liabilities; in 
•respect of the t Home charges payable m sterling or gold in 
-England. The gold value of the rupee, which was about 2s. 
•m 1871, fell to about Is. 2 d. in 1892. The falling rupee 
-also affected adversely our foreign tiade and the investment 
-of foreign "capital in India. As free coinage was stopped 
fiom 1S93 the rupee gradually rose to Is. 4id. by 189S and 
was fixed at that level on the recommendation of the Eowler 
■Committee. In 1899 the British sovereign was made legal 
tender in India side by side with the rupee at the rate of 
£l=Bs. 15 or Be. l=ls. U. 

-§2. The Gold Exchange Standard. — The Eowler Committee 
bad recommended a Gold Cuirency Standard for India, and 
- ta gold mint. But for various reasons what the authorities 
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had ultimately come to adopt was tho Gold Exchange Stan 
dard as explained in Chapter \ (§lo) of Part I The value- 
of tbd Indian rupte was kept at Is Id through the sale in 
London of rupee drafts (Council Bill*) on the Gorenment 
of India by the Secretary of Stite on the one hand and on 
the other through the sale of sterling drafts (called Reverse 
Councils), drawn on the ^ecretarv of State and payable m 
sterling or gold m London against tender of rupees to the 
Government of India The sale of both lands of drafts was 
effected at rotes approximating to Is Id allowing for the 
cost of importing gold into and exporting gold from India 
respectively ‘ 

There w>,re two different currency reserves maintained 
by tho Government One was the Gold Standard Desene 
(established m 1900), consisting of the profits on fresh com- 
' age of rupees issued to the public bv the Government of 
India The bulk of it was held in London and was mostly 
invested there in sterling securities bterhng drafts (Reverse 
Councils) were sold m India against this reserve during the 
exchange crisis of 1907-8 m order to support the rupee The 
other reserve was the Paper f urrenev Reserve partly held 
m India and partlv in London as more fullv explained 
below 1 Council Bills were sold partlv against the Papvr 
Currtncv Reserve in India and partly against the cash balances 
oMlie Government of India The Chamberlain Commission 
of 1013 14 recommended the continuation of thig system (the 
Gold 1 xchange standard) although public opinion in Inch «• 
stronglv desired a Gold Currency Standard 

The Indian currency system suffered considerable diatox 
hance during the year? of the war (191 1 18) The price of 
silver in sterling rose so high that it became profitable to 
mfH the rupee coins The Government, therefore raised (he 
exchange value of the rupee bv successive steps and earned 
it to 2s Ad (m Diteinber 1910) It should be noted in 
this connexion that since 1691 the rupee had come to be a 
token com its bullion or intrinsic value being less tban its 
legal value of Is Ad Thus before the war its intrinsic value 
w-w atjout KM while its legal value was lGd Silver having 
further fallen in value the intrinsic value of the rupee today 
is <ml\ aliout fvl 

T!k IJd>m„ton Smith Committee appointed in 1919 
recommended a 2i gild rupee Thev thought that the rise 
an the Mine of Filver lad come to Mai and that in order to 

* &» txrt i tiu xu tta f 


See 18- 
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.maintain the token character of the rupee, the high rate they 
rrecommended was essential. The Government’s attempt (in 
1920) to keep the rupee stable at this, rate by the sale of 
Reverse Councils failed, and the rupee was left to itself for 
some time. 

J3. Gold Bullion Standard. — In 1925, the Hilton Young Com- 
mission was appointed. It recommended the Gold Bullion 
Standard for India instead of the Gold Currency Standard 
'which was favoured by the Finance Department of the Gov- 
ernment of India and by several Indian witnesses who gave 
-evidence. The Commission also recommended a gold value 
(8-47 grains) for the rupee conespondmg to Is. 6 d (gold), 
although there was a strong opinion in the country m favour 
of the pre-war ratio of Is. id. (i.e. 7*53 grains of gold). This 
gold value was to be maintained by the proposed Reserve 
Bank of India as the new currency authoiity, w'krcli was, 
like the Bank of England, to buy and sell gold bullion in 
< quantities of not less than 400 ounces or 1,065 tolas. Thus 
anyone who took 22,629 rupees to the Reserve Bank was to 
obtain 400 ounces of gold in the foim ot bars (the rate being 
-approximately Rs. 21-7-9 for a tola of gold allowing for the 
‘cost of transporting gold to London). 

In March 1927, accordingly, a new Currency Act w 7 as 
•passed which provided for the Is. 6rZ. latio as recommended 
by the Hilton-Young Commission. Until the establishment 
of the Reserve Bank the Government of India was to be in 
•charge. of the currency system’ and was to sell gold, or, at 
■its option, sterling exchange (i.e. drafts payable in sterling in 
London) in quantities of not less than 400 ounces of gold 
at the rate of Rs. 21-3-10 for a tola of gold, the sterling rate 
’being Is. 5-fvd. , allowing for the cost of transport of gold 
.fiom Bombay to London. It was also to- issue rupees and' 
notes against gold in the form of bars -containing not less 
"than 40 tolas (or 15 oz.) of fine gold, at the rate of Rs, 21-3-10 
(Is. 6 d. per rupee). The sovereign ceased to be legal tender, 
although the Government undertook to give Rs. 13-5-4 for 
-even’, sovereign received. Some appioaehes towards the Gold 
Bullion Standard were thus made, its introducion in a full- 
fledged form being postponed till after the establishment of 
the Resene Bank. Till then the Government could sell 
-sterling exchange. (as it did in practice) on London, instead of 
• deliveiing gold itself in India. To that extent it was still a 
Gold Exchange Standard. 

^4. The rupee linked to sterling . — This system remained in 
•operation until 20 September 19317 when Ennland went off 
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tie ( Id su dard and Ind a fallowed *u t As 
at tl e me i ne by the Secretary of State tbe * 

linked a rl «, at I« Cd wb ch renu im the cut* « om . 
rat t d The "Reserve Bank of Ind a Act of _ 

le 1 d tl * rate and made the Bank responsible *?r 
ti n rm tbe rupee at 1 , Gd Tor tl j purpose ^ ^ 
to buv sterling in India at a rate not higher than ls *5 
for a rupee and ell sterling for in n ed ate delivers . 

at a rate not Id v 1* o4{ f for a rupee provided th e ^ n . 
of st rln„ n lo l cases is not 1 ss than £10 00° 

[resent mouetarv standard s thus the Sterling ^ , .j 1 . 

Standard The Reserve Bank Act however provm^ 3 *J r 
Bubm s on of a report by tbe Rt erve Bank on “ e * 
monetary standard t est suited to Ind a when the pitcrnatior 
monetary pos t on becomes sutfic ently clear and stable 
§5 The ratio controversy — Recent Ind an currency “i»torv 
has been characterized br a [ rolonged controversy regarding 
the proper rate or rat o to be adopted for the rnpco id tcr ® T 
of sterling Tl e H lton loung Comm s» on (10 rt 6) argued 
that at the rat o of 1* «Vf wl ch they recomr icflded P n ^ 
tn Ind a "had already attained a substantial measure Of adp£* 
ment w tb vorld pr ccs bo that anv change m the rit o would 
mean w despread econom c disturbance The enter on sng 
gested by the Comm ss on 9 universally accepted the d {Ter 
ence of op n on was not on po nt of pr nciple but on po nt 
of fact \ strong body of op n on held that tl e substant *» 
adjustment assumed by the Comm ss on 1 ad not in fact 
Occurred and if w despread econom c d sturbanco was to 
be avoded a lower rat o preferabl tl e old rntn Of Is 4<f 
should be adopted The quest on is a most controvers a! one" 
on which it is mposs ble to ach eve unan m tv One of the 
things however that we must bear in m nd is that if » 
certa n rat o has been ma ntained for a fairlv long time tl p 
presnmpt on is that wa n es pnccs etc have become adjusted 
to it and that it would be unwise to disturb it unless cond 
t ons have obviously changed n necess tat nP the adop 
t on of some other rat o Another tb ng to be borne in mind 
is that the react ons good or bad 1 pf a given change in the 


Bee a o 

Pftwa facts A higher m o ( e I# Cd a ■ cowpared W 3X 4d ) 
b gn S s favour* l> e to bo reporter aod a j so to tbe e*P- Her because 
the inuporte ha to pay fewre ro g e s for 4 g ea a»e ng flebl wh la the 
exporter tax tet few*r taper* fra given c e hog ela .a The b gh r 
eat o farther h htem ho be l a (in rupees) of the Home cb* aa »o far 
the Gorenunent > concerned vthijo the low r ratio adds lo «* 
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ratio are of a temporary character, though people often argue- 
as if the advantages and disadvantages would continue to 
accrue indefinitely. 1 In 1938, an unsuccessful attempt was- 
made by non-official members of the Central Legislative As- 
sembly to secure an alteration of the tupee ratio. 

§6. The sterling link and exports of goId.f-There are two 
other currency controversies in India today. One is regard' 
ing the linking of the rupee to sterling mentioned in §4 above. 
It is argued against the sterling link (which means the Ster- 
ling Exchange Standard again) that India should not tie its 
currency to that of any one country, since in that case she- 
has to share in the economic fluctuations to winch that 
country may be subjected. It is further contended that the 
sterling link (Is. Gd.) gives British goods a preference in 
Indian markets and deprives India of the freedom to devalu- 
ate (reduce the ratio of) her rupee (m terms of sterling and 
other currencies) so as to raise the rupee prices for the benefit 
of her agriculturist population. In defence of the sterling 
link it is maintained that India, being a debtor country with 
large sterling liabilities (Home and other charges) to be met 
annually, cannot with advantage sever the link between the 
rupee and sterling and leave the rupee to itself. It is also- 
held that fixity of sterling is very convenient to our foreign 
trade, the bulk of which is with sterling-using countries. In 
any case, as already pointed out, the- Sterling Exchange Stan- 
dard is regarded as a temporary arrangement to last only -so 
long as world monetary conditions continue to be unstable. 

The other controversial question relates to the large exports 
of gold from India since Great Britain went off the Gold 
Standaid m September 1931, which had exceeded Bs. 351-40 
crores by the end of December 1939. 2 As pomted out in 
the previous chapter they have, to some extent, taken the 
place of the exports of goods and have served to maintain 
the favourable balance which is essential if India is to meet 
_ her liabilities abioad. The price of gold in rupees (as in 
sterling) had greatly increased even 'before the commence- 
men of war in September 1939, being about Bs. 37-8 per tola 
as compared with Bs. 22 before the exports commenced; this 
tempted those who hoarded gold to sell it, and the high world 
price led to its export. Also, owing to economic depression, 
many persons were compelled to part with their gold. This 
was called ‘distress gold’. How much of the gold exported 
was ‘distress gold’ is a matter for argument. Some critics 

* See Part I, ch, rui. §17. 


Later -figures are not aiailable. 
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took an alarmist view of these exports of gold and advocated 
the levy of a tax on exports of gold or their complete prohi- 
bition with a view to keeping the gold in the conntrv and 
strengthening the gold reserves of the Reserve Bank of India 
The objection to this is that it would be verv costR to bay 
gold it the high rate prevalent then md that such purchases 
would further lead to a greit deal of speculation 
$7 The paper currency system —We shall now give a brief 
account of the paper currency s\stem in India The Paper 
Currency Act of 1SGI established Government monopoly of 
lSMiingcurrenc* no.es pavablc to the biartr on demand The 
three Preoidrncv Banks* had the privilege of issuing their 
own notes payable to bearer on demand These, however 
U.iu only a very limited circulation Government Currency 
*“““1 » denominations of Its 5, 10, 50 100, 
500 1 000 and 10000 The countrv w i Imded into seven 
(Ca . ,C o tta Bomba ' V3dra3 t awnpore, Inhere, 
r«™r.V I V n80 ? n> J, °‘ ei * ere lejnl ,enJ *- r only «n their 
i**™ of * Mnc »nd convertible into rupees at the 

«ndaafo T In °> der to P°P ul3nz e them they were 
n™ , } ‘“ dJ * e te«al tender throughout India 

Kilf Vr H l «K an<1 abo ' e are universal notes 

Wnm cm n rttDg th $ ?° tCS into 1X1 P° c3 at the various 

4l f TnA ? freasunes and branches of the Imperial Bank 

JL? * ‘ - Cohl 1! «>- U>« P>P« oar 

"n S/Sm, m. related 

«"«™ ■ ™ f U 1 ' Moomj re-ene 

reaervp which could hI* * '\ ar 1914 16 lbe maxuin ' ra 
<10 crorcs *nv ested in securities was Bs 14 crores 

and 4 ernes ^terl «^°? hCS or ,, thc , GoTprnmcnt of India 
was held |viHi v , n c”i 8tcunl,es ,a England) The rcmunder 
n gold (oo n Ind imti (mc,udlD ? buUion), and partly 

• a M1, “ l A r«rt‘0» -f lh« told o held 

f .^SV U ^ I eM « India Bare. 

if 12 core, «™ed «•» Ea 
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incurred by the Government of India on bebalf of the British 
War Office. The maximum permissible invested Reserve 
stood at Rs. 120 croies in September 1919. Rs. 100 crores of 
this was in British Treasury Bills. 

In 1920, on the recommendation of the Babingt on-Smith 
•Committee, the proportional reserve system was adopted, the 
Paper Currency Act of that year providing for a 50% metallic 
leserve against notes. The same Act authorized the issue of 
‘emergency’ cuirency during the busy season (v. hen owing 
to the harvesting and marketing of crops there is a large 
seasonal demand, for currency-) up to Rs. 5 crores, 1 as a loan 
to the Imperial Bank against the security of inland trade bills 
(7randr*s) accepted by the Bank 

§9. Transfer of note issue to the Reserve Bank.' — As lecom- 
mended by the Hilton-Young Commission, the issue and 
management of paper cunency were transfeired to the 
Reserve Bank of India on its inauguration m April 3935. 
Reserve Bank of India notes weie first issued to the public 
in India in January 1938, when supplies of Rs. 5 notes 
became available. Rs. 10 notes were introduced in February 
and Rs. 100 and Rs. 1,000 notes in May 1938. The Bank 
has decided not to issue Rs. 50 and 500 notes, as their cir- 
culation is negligible. The existing Government Currency 
notes will be eventually replaced by these new notes which 
are guaranteed by the Government of India and, like the 
old notes, are convertible into rupees on demand The old 
separate Gold Standard and Paper Currency Reserves have 
been amalgamated into one Currency Reserve which has 
'been transferred to the Reserve Bank’s Issue Department 
(which, as in the Bank of England, is to be kept separate 
"from the Banking Department). In the Reserve Bank of 
India Act of 1934, it is provided that not less than 40% of 
the assets of the Reserve held against notes, shall consist 
of gold coin, gold bullion, or sterling securities, the amount 
of gold coin and bullion being not less than Rs. 40 croies 
m value. The amount of rupee securities of the Government 
*of India shall not exceed 25% or Rs. 50 crores, whichever 
amount is greater. The remaining assets may be held in 
iupee coin and commercial bills of exchange and promissory 
notes payable in India. Not less than H tbs of the gold shall 
be held in India. The Bank is authorized to reduce the Gold 
Reserve below 40% under certain circumstances, and must 
In that case pay a tax on the deficiency. 


1 The limit was raised to Rs 12 crores an 1923. 
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§10 Subsidiary coinage —Apart from fall legal tender shin-- 
dard corns (the silver rupee and half rupee) and *otes there- 
are m India certain sub tdiarv coins which are all legal tender 
up to one rupee namely the four anna and two-anna silver 
and nickel pieces the one-anna nickel piece and the various 
bronze coins— the pice (\ anna), the two-pice anna) and 
the pie ( is a nna) 

§11 Indian currency during the recent war— The Indian 
currency and the financial svstem stood the strain at the out-- 
break of World \\ ar II remarkably well and confidence in the 
paper currency wj generally maintained The rupee sterling 
exchange has al-o remained firm in the neighbourhood of 
Is 6d thanks to the large hol d i ng of sterling securities by 
the Reserve Bank of India in conseguence of the favourable 
balance of trade and the sterling payments received m England 
for war purchases made in India There has been a remark^ 
able expansion of paper currency the active circulation of 
which increased from R> l'-G crore3 m September 1939 to 
Rs 1 094 66 crores at the end of 194 t-a 

Following the adverse war developments in May and Jane 
1940 there was a hears demand on the Be-cne Bank for the 
encashment of noie» into rupee corns and the Go-eminent 
found it necessary to i^sne one-rupee notes through the Rea- 
son e Bank to relieie the situation These notes are to be 
treated as if thev were com Another measure adopted for 
conserving the silver resources of the country is the lowering 
of the standard of the fineness of the silver content from ths 
to f of the 4001^3 nna piece the half rupee and the rupee 
itself 

Re tnctioUs were also imposed on the export and import 
of gold and measures of exchange control for regulating deal 
mgs in foreign exeharge hare been instituted and put into- 
feree through the agency of the Re-* rve Bank of India 

Peices is Ivdii 

§12 Movements of Indian prices —The table below indicate^ 
the general coarse of pnefc, m India since l&Gl the veax 1S73 
being taken as the bas.c year. The general index number 
is based on th“ wholesale prices of 39 articles (28 exported 
and 11 imported articles) 

4\e uiiuite below the general character of the price move- 
ments between 1-61 and 1893 

(i) Pmng pnm (Itdl 7) —The American Civil Mrar 
t“d to a sareitj oE cottan. fes At* i&'nre'-Stre 
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resulting high price caused a great influx of precious metals 
into India and extensive coinage of silver rupees, which was 
followed by a considerable rise of prices in accordance with 
the quantity theory of money. 1 


INDEX NUMBERS OE PRICES IN INDIA - 
(Price w 1873=100) 


YeaV 

General Index 
Number for 39 
articles 

Year 

1 

General Index 
Number for 39 
articles 

1861 

90 

1923 

215 

1865 

107 

1924 

221 

1870 

102 

1926 * 

216 

. 1875 

94 

1928 

201 

1880 

101 

1929 

203 

1885 

87 

1930 

171 

1890 

100 

1931 

127 

1895 

104 

1933 

' 126 

1900 

116 

1933 

121 

1905 

110 

1934 

119 

1910 

122 

1935 

127 

1913 ! 

143 

1936 

125 

1914 | 

147 

1937 

136 

1916 

384 

1938 

1 132 

1918 i 

225 

1939 

142 

1919 

276 

1940 

163 

' 1990 

231 

1941 (July) 

200 

1921 

236 . 



(ii) Falling prices (1S66-83). — Except for a sudden jump- 
in the piices of food-stuffs between 1876 and 1879 owing to- 
a great famine, prices were falling between 1866 and 1883. 
The general fall in earlier years may be regarded as a reaction 
against the previous high prices, and in later years as a 
counterpart of the general downward movement of prices m 
western countries. This was attributed to the slackening of 
gold production at a time when there was increased demand 
for it, and to the growing volume of trade under the s tim ulus 
of improvements in the arts of production, 

(iii) Rising prices (1883-93). — The fall in prices was 
arrested in India owing to the fall in the price of silver, 
causing heavy rupee coinage before the mints were closed in 
1893 and the consequential depreciation of the rupee. The 
output of silver outpaced the production of commodities and 
ushered m an era of rising prices, which may be regarded’ 
as continuing right up to 1920 (except for the biief interval! 

1 Sec Part I, cb. s, §29 
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1893-9 •when prices went down somewhat because of the 
contraction of currency due to the dosing of the mints) 

§13 Rising prices from 1890 to 1912— In 1912 the Govern 
ment of India appointed Mr k 1» Datta to inquire into the 
causes of the rise in prices The period covered b\ the inquiry 
‘ was 1890-1912, during which time there had been a general 
and continuous mo in prices throughout Indi3, particularly 
since 1805 The Index Number of Puces (taking 1S90-4 as 
the base period = 10u' rose to 110 in VH)3 and to 111 in 1912 
During this period |mcp a mdeed ro*o all over the world, but 
the rise was higher m India than anywhere else 

(0 Causes peculiar to India— \ ccordmg to the Prices 
rnqnirv Comunttio the canses of this rue which were pecu- 
liar to Indn were (o) (shortage in the supply of agricultural 
products and raw materials (b) increase in the demand for 
•thet*. commodities (c) development of railways and other 
communications in India in consequence of which the rise 
in prices in one part of the country was felt in other parts 
m f the P eneraI monetary and banking faci 
of the eimiKhn” 6 , ° f C J ed,t ^ nd W mcTease in the volume 
ftnl , 1 ^ U medium Currency inflation (under the 
of runcLs on account of the excessive coinage 

B, U ™Sd bv rr i (C s iV 905 7) to P a > off tbe Council 
~ - ™ ,he ™ 
pen “ If 10 " -Pn«a '■> India aU rose donng this 

ShtoS tl ' of the following world factors 

staple commndit*. 'l 1 )' 1 ‘"'"“O « ‘he demand for, 

soSs ofToU t™ <« ‘he increased 

celt mttS‘: ,0,li !,"“ M deselopment of 
navies Ctm wars and lar 6« standing armies and 

»14 Prices during the war of 1914 - 1 R ■ i j r 

b™tL°tSS^ted C ^to Wa ° r ^’ h “ 3ra " 1 ” 9 ^- 20 

and carrencTpoW S', "“T llr Sa ■***» of new rnpees 
Of India and to meet * be tr ? de balances in favour 

Government Takm» War a M>f ndjtur e incurred bv the 
h« of Calcntta wh”gSl C ” “ 1911 *’ the Index N„m 
>■» wide rt was mptfc'denM a 201 1020 TIus 

an Germany , Pranced « ent $ d *° f Didia was smaller than 
J . -t ranee or even England One reason for this 


m r<*i 
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was that the inflation of currency was far less m India. The 
prices of food grams and raw materials rose sharply because 
of the increased demand for them from the Allies, and parth 
also because of agricultural scarcity in India m 1918 and 
1920. The prices of imported goods like cloth and glass ro^e 
because of the serious shortage of imported manufactured 
Articles. 

§15. Slump in prices. — Having reached their maximum in 
1920, prices began to decline from 1921 in India as in the rest 
of the world, following the contraction of currency , increased 
production and revival of trade. 

The downward movement of ■prices was greatly accelerated 
after the Wall Street collapse in America (October 1929), 
which is usually regarded as the beginning of the last prolong- 
ed world economic depression. The great drop in prices all c 
over the world during the years of the crisis (1929-33) has been 
attributed partly -to Ihe shortage and maldistribution of gold. 
Which led to contraction of currency and credit, and partly 
to overproduction in comparison with the normal rate of con- 
sumption, of raw materials as well as of manufactured 
articles, especially of raw materials. - The fall was greater in- 
agricultural countries like India than in industrial countries 
like England. As compared with 1914 (100), the Calcutta 
wholesale price Index Number for September 1929 was 143. 
In September 1931, when Britain went off the Gold Standard, 
the Index Number had come down to 91, i.e. actually below 
the pre-war level. Owing to the rupee being linked to sterl- 
ing, prices rose for a tune and the Index Number stood as 98 
m December 1931. This advantage was not maintained, and 
the Index Number fell to 88 in the following December 
(1932). In March 1933 it dropped to S3, but thereafter the 
price level steadied itself and in December 1933 the index 
number stood at S9. After -fluctuations within a nairow margin 
for the next two years, there was an improvement in prices 
owing to the world-wide re-armament campaign and boom con- 
ditions, especially during the first eight months of 1937 when 
the index number stood at 105. As a result of the ‘recession’ 
the price index dropped to 94 in April 193S. Subsequently 
theie was a limited lecoverv, the index figuie rising to N 100 m 
September 1939. 

§1G. Rise of prices since 4939. — The outbreak oi the war in 
September 1939 was followed in India as in most other 
countiies by a general rise in commodity prices. Barring the 
temporary setback to the prices in 1940 following the loss / 
of the continental markets, the Calcutta -index number has- 
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shown nn upward tendency, having risen to 115 in 1930-40 
110 m 1040 1 and 144 in 1011 2 It touched the peak of 353 
m September 1943 and gradually declined to 30-1 br March 
1944 moving thereafter within a comparatively narrow range 
of 205 m May 1014 and 310 m Match 1015 The prices of 
food grams and of manufactured articles have risen still higher 
In order to check speculation and profiteering, the Govern* 
ment have instituted price-control of necessaries of life since 
the outbreak of the war Dislocation of normal sources 
•of supply, serious transport difficulties increased cost of 
production, diminished imports, extensive purchases by 
Government speculation and private hoarding and above 
Jill the very tremendous increase in the volume of paper 
•currency are the mam causes of the n*e in prices during 
. ithe war 

>^17 Effects of rising and falling prices fn India ~We have 
alreadv discussed the effects of rising and falling prices* and 
the conclusions reached are of course applicable to Indian 
•conditions We may, however make a few supplementary 
remarks It is sometimes argued that India being a debtor 
country benefits from high prices and stands to lose bv low 
prices especially of the articles she exports The cultivators, 
who form the bulk of the population, benefit from high prices 
•and suffer when prices are low as today There are however, 
one or Wo considerations which must be borne m mind in 
this connexion In the first place, there is no guarantee that, 
when prices nre the cultivator will be able to realize in 
practice all the possible advantages His profits, it is well 
known an* liable to be intercepted by a variety of middle 
men Then again, to the extent that the cultivator consumes 
the produce he raises he is not affected either by high or 
low pnees There is no doubt, however, that the cultivator 
suffered immensely during the years 1929-38 owing to the 
big drop ot pnceB His fixed charges (namely land revenue 
rent interest etc ) became more burdensome, afid Ills pur- 
chasing power was greatly reduced The middle-class persons 
living on fixed incomes in India suffered dtmng and after the 
war of 1914 18 During the years of the economic depres- 
sion, the prevailing low pnees offered them a welcome relief, 
but on the whole they did not escape the adverse effects of 
the depress on owing to the difficulty of finding employment 
hailing pnees also prejudicially affected the manufacturing 
•and commercial classes by reducing their profit margins 


* 1 ci 
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-Similarly, in the case of the wage-earners, although real wages 
might have gone up owing to falling prices, the employment 
--available became smaller in volume and more irregular in 
-character. 

- The falling prices during the nine years 1929-3S produced 
•other serious effects on the economic life of the country. The 
j-eduction in the purchasing power of the agriculturist had 
.Injurious reactions on industrial enterprises, professional 
•classes, internal and external trade, and on public finances. 
The rising prices during the war have considerably altered 
•the situation. The great increase in the cost of living has 
•created hardship for the middle class and especially the wage- 
learners, and relief in the form of dearness allowances has had 
to be granted to the latter, class. On the other hand the agri- 
-culturist has on the whole not gained by the war owing to 
•the temporary setback to the prices of certain agricultural 
-staples Like cotton and oil-seeds and this, together with the 
shortage of food grains, has made it necessary as well as pro- 
.fftable to grow more food-crops in the country. 


Indian Banking 


§18. The main constituents of the Indian money market. — 
"The money market and the banking system of India are 
made up of the following principal constituents : (i) the Ke- 
-serve Bank of India, (ii) the Imperial Bank of India, (lii) the 
Eoreign Exchange Banks, (iv) the Indian Joint-Stock Banks 
•on European lines and (v) the indigenous bankers called by 
-different names in different parts of the country (e.g. Shroffs, 
Multanis, Chettis, Banias, Marwaris, Mahajans, Sahukars). 
The first four constitute the central part or the European 
•money market; the last is the bazaar part or indigenous 
money market. Co-operative Banks occupy a middle posi- 
'tion. Other smaller constituents of the money market are 
Postal Savings Banks, Land -Mortgage Banks, Industrial 
Banks, and indigenous credit agencies like Loan Offices in 
Bengal and Nidhts and Chit Eunds in the Madras Presidency. 
'We shall now consider the moie important constituents of 
•the Indian money market, but before we do so it is necessary 
to give a brief history of banking in India. 

§19. Indigenous hanking. — Indian banking is' as ancient as 
Indian commerce. Erom times immemorial the country has 
been served by its indigenous bankers, and the hundi, 1 which .. 
:is their principal credit instrument and which is analogous 


1 See Kjg 1. 
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to t)i<* western bill of exchange S«s been id u«e in ibis country 
for bpveral centuries India posscs-ed a system o£ indigenous 
banking many centuries before Use science of banking was 
de\elo})ed in Europe \lthou 0 h the early Mohammedan in 
Tasions of India initiated a period cf disturbance, indigenous 
banking continued to 0o msh during the Mogul period Tbe- 
ind gemm bankers performed numerous functions Thev 
accepted deposits loans acted as State financiers ant 

mint officials changed money dealt in hand j and financed 
the trade of the country Tl e Last India Company for a 
time patronized them Towards the end of the eighteenth 
centurv Eeyeral circumstances a[ pea red which were adverse 
to their continued prosperity such as the political disorder- 
in the country the competition of the European Agency" 
Houses in Calcutta and Bombay which also did banking 
business and received the patronage of the East India Com 
pony the establishment of European types of banka such a* 
the Presidency Banks and the introduction of a uniform 
currency wlich hit one important part of tbetr business 
narnelv money -d ji 0 uv H 1 „ u 1 ankers however* 
have managed to mutm* in spite if these difliculties The' 
corn nue to be md spcnsablo to the rural community and 
satisfy the banking need* of about 90% of the people. The 
Ind tin hanker is to be found in almost eaery village, town 
and city in the country He finance* the agriculturist the 
pettv artisan and small trader is i«t-, in the movements of 
the crops to tl e consuming areas or to the porta and help* 
m the distribution of all kinds of pood in the interior of the 
country He accepts deposits although unlike the modern 
bank he does not usually allow them to be operated by means 
o! the cheque He issues buys and tills Atmdu either for 
remitting fund* from one centre to another or for financing 
tradt. His contact with European or the joint-stock banks 
m the country 13 > era slight Ord nardy he operates in the 
money market with Ins own funds independently of them 
and indeed often competes with them But during the bu \ 
season when he has laid out all lus funds he borrows addi 
tional funds from the Imperial Bank or other banks in the 
commercial towns and pets the necessary accommodation 
either bv J avmg his I tandw discounted by th se hanks or bv 
borrowing agamsf t! e security of promisors notes or goody 
Ths Imperial Bank ind other joint-stock. 1 anks cstenfl tl esc 
faculties only to well known tdtroffs who are on their list of 
approv’d borrowers During tl e busy season therefore the- 
bazaat hundi rites charg d hi one shroff to another follow 
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the bank rate oi money rates charged by banks, being higher 
than the latter. During the slack season, however, the situ- 
ation may be the reverse. 

Specimen of a Hundi (translated) 


" To of ScrtrtL^y 

fjyjt urvi&csis, /S/-AX. . 

y J_xx^e, J^c^^cnsaJL- fifrffTC <3-e^S^ A&tM* 

*7tV-0 r -<-**- 70s I" f hx£jL p'y 

./Sr^^ce-r J^sr>^ n ' t ts*~ u /5v£ Cs*rr~tr^* J f'. 

fl-f~ 'fix. -f-lt^c ocrfjc**, 7 L l^e La 'J > sv&*e~jf'eA. C+o y^n~-') 

* . 

'j> c ^ A g. CL4ez>vfa*L*~l*^ 

% svz*j>t*A* \AZtishp , . 

J JQ StiX^^txA’ / CJ J& 

C/vCxCsf'Z'A. / ST fi^Sx££ 

I 93 &. 

^fCv^Co t 

On the revei se . 


JZs Jiooj- 


S» 


0-yw£^ 'b^sr*~*£ijT&0ts c^c . 

v Dig. 1. 


Since the Reserve Bank is now established as the central 
iurrency- and credit-controlling authority for the whole 
lountry, it- is thought necessary that the Bank should have 

A shahjog hundi is payable only to a shah, ie a respectable person 
known in the haxaar ; it does not correspond to a ‘bearer’ cheque, and 111 
wint of safety is comparable to a crossed cheque. 

' 9 
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a more intmate contact with the indigenous haulers, so as 
to be ablt both to help them and to control their banking or 
credit operations more or le s as in the ca«e of the Scheduled 
Hanks 1 Vs required bv tin. Reserve Rank of India Act (L934j 
the Bank recently (19 17) submitted proposals in this behalf 
Rm the conditions laid down bv the Bank as regards the 
onned capital winding ap of non banking busmen, keeping 
of accounts etc were not acceptable to the indigenous 
b anke ts and the problem thus remains un*oUul 
§20 The European system of banking — The European sys- 
tem of binkm„ was first introduced in India b\ the Agencv 
Houses of Cdcntta which had a banking side as an aid to 
tbe conduct of their main business of commerce lne Bank 
of Hinda«wn promoted by Messrs Alexander A Co , is 
■behoved to be tbe first purely banking institution on European 
lines 1 The Agencv Houses came to grief m the commercial 
cn,'is of 1029 32 On their rums aro^e the Union Bank, 
■winch m turn disappeared in 18-18 Until 1880 when tbe 
principle of limited liability was recognized for the first time, 
the progress of banking was slow The financial crisis W 
Bombay cau ed by the cotton boom of 1605 and tbe fall *n 
tbe exchange value of the rupee prevented substantial pro- 
gress from being achieved After 1905 tbe rate of progress 
was quicker owing to tbe enthusiasm created b\ the swadeshi 
movement Unfortunately mans of the newlv started banks 
fell into inexperienced hands and disappeared in the banking 
<nsi3 of WV-lt Then tame tbe war which great]; strength 
ened our broking system and reinforced the valuable le^n 
taught by the earlier bank failures naroelv the nevd for main 
taromg an adequate cash reserve ag3inst habiht es Tbe 
post war boom gave a stimulus to the establishment of new 
banks but the inevitable depre os ion adversely affected them 
and again quite a number of banks faded in 192V l n 1029-31, 
a com] reheruive banking inquiry was carried out through "tbe 
agencv of a number of Provincial Banking Enquire Com 
mittces whose work was co-ordinated by a Central Banking 
Fnqmrv Committee After long delays, the Reserve Bank 
of India which had been recommended as esrlv as 1926 bv 
tbe Hilton Young Commission was established in April 1935 
and it is hoped that it wjll reorganize our money market and 

1 s« u 

1 The wubluluntai o{ the Pr« J ncy Rania 1S0C c-QKirdt an I ct 

Ihe t change Bant, from at< t the middle „ { ( b< n oetceath century » 
relenti t« m. ih*. tr^c wn/j ta 
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mate it more unified and stronger than it has been in the 
jpast. 1 

§21. The Reserve Bank of India. — The idea of starting a 
•Cential Bank for India is nearly a century old. 2 The East 
Tndia - Company promoted the establishment of what were 
known as Presidency Banks at the three Presidency towns — 
.at Calcutta m 1806, at Bombay in 1840 and at Madras in 
1847 — paitly for meeting the banking needs of India’s grow- 
ing trade and partly for supplying its own banking require- 
ments. The project of starting a gieat all-India bank, mooted 
in London in 1836, proved abortive. The proposal to amalga- 
mate the three Presidency Banks was first made in 1867, 
Ibut largely owing to mutual jealousies among the Banks it 
■could not he carried through. The question was discussed 
from time to time, until at last the bank failures of 1913-14 
'rand the war of 1914-18 brought home the urgent necessity 
■of expediting the establishment of a Central Bank. Accord- 
ingly, by the Imperial Bank Act of 1920, the three Presi- 
dency Banks were amalgamated into the Imperial Bank of 
India in 1921, which was also invested with limited central 
'banking functions. The Bank established a hundred new 
branches in fulfilment of its agreement with the Government 
•of India, and in fact the stipulated minimum has been ex- 
ceeded, and the Bank now controls 163 branches. It was the 
principal authority for controlling credit by the machinery 
<of the Bank Bate (i.e. the rate charged by the Bank on 
demand loans against Government securities). The Hilton- 
Toung Commission, however, iecommended the establish- 
ment of an altogether new bank on the ground that the 
Imperial Bank was largely a commercial bank with numerous 
' branches and that it should be left free to pursue its career 
as the supplier of modem banking facilities throughout the 
Country. Accordingly, Sir Basil Blackett introduced his first 
Reserve Bank of India Bill in 1927. Owing, however, to 
acute differences of opinion regarding the ownership of the 
Bank and the constitution of the Central and Local Boards, 
the first Bill as well as the second Bill (1928) had to be 
abandoned 3 Finally, as recommended bv the Bound Table 

1 Deference has already been made to tbe starting of the Co-operative Banks 
and Land Mortgago Banks m ch in, §§23 and 24. 

• We have already discussed the fnnetions of Central Banks'and their credit 
policy in Part I, ch. xi, §§20-5 i 

1 The controversy .raged rotmd two i'snes: (i) whether the Deserve Bank 
should ho a State bank (owned by the State) or a shareholders’ bank, and 
'(n) whether member? of Central and Provincial Legislatures shcnld be 
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Conference the Resene Bank of led i \ct v> js placed on 
the Stitute Book in 1934 and il e Bank a formal!* manga 
rated on 1 *pril 193o 

The II serve Bank of Ind a is a a/ irct otters bank lts- 
captal fully pa d np s Rs 5 cror a dn d a into shares of 
Its KM each It has at present fi Luca! Head Offices at 
Bombaj Calc itta Madras DUb i d Rangoon and live 
separate share registers are uia ntu ned The Ba k is required 
to establi h a London brand and steps have been taken to 
that end The g nera! ruanagement of the Bank entrusted 
to a Central Board of D rett rs wb cl con isls f 1G members 
as follows the C ove -nor and two Deputy Governors appomt 
ed by tl e Go e n General n C un 1 fter ons der ng tl e 
recommendat ons of the Central Board four Direct qfs uomt 
nated bv tl tame a thor tv {to represent tl t general tax 
pajer and n purtant e onon c u tere t« n tl e to intr\ e gl t 
D rector elected on behalf of the barel olders on the var ous 
register and on Government offic il Tl re are al-o Local 
Boards to ad se the Central Board No Director of t! e 
Central Board or member of a I ocal Board can also be & 
me ler f the ken nil t P o\in al Leg sliture— a clause 
that h 1 be n respons 1 le for tie b tter controverses and 
dela errtl e earl e Re er\e Bank B Us 

T rn ng now to tl <* fu ctutns of tl e Reserve Bank it mat 
acc 1 1 depos t w tl out interest and purchase (rediscount! 
and ell bill of exchange and prom ssory notes endorsed 
(s gned by the Scheduled Banks r bv Provincial Co-opera 
t ve Bank In the ca e of commercial transactions these 
bill and p o nissorv notes must be sich as will fall due for 
pavmen with n 90 days after the date of purchase hut in 
the case of seasonal agr cultural operations or marketing of 
crops a longer interval of n ne months is allowed The 
Re erve Bank h s to buv sterling from and sell 6terl ng to- 
the Scheduled Banks It mas also advance short term loans 
to them as aLo to the Central and Pronnc al Governments 
Indian States and local authorities It can purchase and 
sell Government securities or silver and gold bull on on 
account of the Government It can borrow money for short 
periods of a month or less from the Scheduled Banks It 

■ losed o U. on lilt Central ini Local Boa d ot k Swerve Bant The 
offi at b l • proposed a *t» ebald r» bank ft** from polit cal infloen e ss 
recommended bj the Hi on Taxing Commist on 
TW are banka <(>1 n. oumU Mh.bip.dtp *p al and reserve 
of JU 5 Ukha and over shown u> a separae schedule to the Tt&ne- 
JBsni Act 
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is autlioiized to issue Bank Notes payable to the beaier on 
-demand. It is also empowered to cany out open-market 
operations 1 by directly purchasing or selling, m the open 
-market, eligible paper (bills of exchange and promissoiy 
motes) or sterling, or by making direct loans and advances to 
the public This power is intended to enable the Bank to 
■control the volume of credit and make its credit or Bank 
Bate policy effective. 2 

The Deserve Bank of India is not permitted to transact 
-certain types of 'business. It is, for instance, prevented from 
•engaging m trade or having a direct interest m a commer- 
cial or industrial undertaking, or from advancing money on 
immovable property, or from allowing interest on deposits. 
The last prohibition is intended to prevent the Beseive Bank 
from competing with the ordinal y commercial banks. 

The Central Banking functions of the Beserve Bank may 
now be briefly noticed. It has to transact Government busi- 
ness (to receive moneys and make payments for the Govern- 
ment), and to earn out its exchange, remittance and other 
banking operations including the management of the public 
■debt. The Bank has the sole light of issuing notes. As 
mlieady stated, as the currency authority, it is required to buy 
-.and sell sterling with a view to maintaining the exchange 
value of the rupee piovisionally at l‘s. 6 d. sterling. Every 
Scheduled Bank is required to maintain with the Beserve 
Bank balances amounting to not? less than 5% of its demand 
liabilities and not less than 2% of its time liabilities This 
is intended to enable the Beserve Bank to centralize the 
"banking reserves of the country and thus to control the issues 
-of credit by the Scheduled Banks. The latter have also to 
submit weekly returns of their business to the Beserve Bank. 

The Impeual Bank has been appointed the sole agent of 
The Beserve Bank for a period of fifteen years, and has to 
manage the Government’s Tieasury business at its upeountry 
blanches. 

The Beserve Bank itself is required to make a weekly 
•ietuin to the Governor-General-in-Council of the accounts of 
its Issue and Banking Depaitments. 

As provided for m the Beserve Bank Act, the Bank has 
-•already established a special Agricultural Credit Department 

-* See Dart I, cb. 3.1 §21 

a The Bank Rate is non' the standard rate at nhich the Resene Bank is 
-prepared to liny or discount bilk ot exchange or other commercial paper s 
•eligible for purchase It is thus a discount rate. 
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whose main functions are to study all questions of agricultural 
credit, give expert advice to the Government and Provincial 
Co-operative Bants and to co-ordinate the operations of th« 
Bank in connexion with agricultural credit and its relation* 
with Provincial Co-operative Banks and nn\ other bank en- 
caged m the business of agricultural credit The Department 
has ahead) published two reports on agricultural credit and 
made a number of leoommendations for the strengthening of 
co-operative credit in rural areas 

Now that the Reserve Bank has been established it is 
hoped that India s money market will be properly reorganized 
and unified and will be free from its old defects such as lack 
of close connexion between it3 various parts dual control of 
currency end credit bv the Government and the Imperial 


Bank seasonal monetary stringency and high money rates 
and the vers poor use of bills or kundt* (i e the lack of a 
bill market for India) It will also generally strengthen the 
Indian banking system, especially when further steps are 
taken to establish a more intimate contact between the Re- 
serve Bank and the indigenous bankers It may be added 
that the working of the Re c erve Bank of India during the- 
first seven years of its existence largely justifies the claim 
that it ha s inaugurated a new era of financial stability hank- 
ing reform and extension and improvement of the money 
market in India It has succeeded m reducing the seasonal 
fluctuations m the money rates and in generally lowering the 
interest rates m the money market It has also given in- 
direct stimulus to the extension of banking facilities m the 
country It has not so far succeeded in bringing under its 
cmitrol the indigenous bankers in the country 

I m P er kl Bank of India — Since the establishment 
of the Reserve Bank, the Imperial Bank of India has become 
e premier commercial bank of the country Owing to its 
appointment as the sol*, agent of the; Reserve Bank (which 
in practice means that it is in charge of Government balances) 
ustm remains subject to the special Act bv which certun 
"t" 1 ” 10113 , B ” on its activities Bor instance, it 

nna.n.i 1 JL a * c loans * or 3 renod longer than six months or 
T» Security of immovable property such as 

13 “ owe \ cr > no*' free from certain old restrictions 
, m mess such as the prohibition to receive deposits or 
CL mi S E °" !and and to deal m foreign exchange busi- 
me uank can receive deposits and advance and lend 
°f*‘” 03,11 credits against Government securities 
Mate -Railway Bonds debentures of a Muncipahly or Bocal 
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Board, or against goods and promissory notes signed by 
two independent persons or firms. It can draw, accept and 
discount and sell bills of exchange and other negotiable 
securities, grant letters of credit and administer estates as 
executor. 

The Imperial Bank has more branches (over 160) than any 
other bank in India. It has three Local Head Offices, one 
'at, each of the Presidency towns, which are managed by 
Local Boards. There is also a Central Board of Directors 
for the general superintendence of its affairs and business. 
This Board consists of the Piesident, and Vice-Presidents 
of the Local Boards, one person elected from among them- 
selves by the lattei, a Managing Director and a Deputy 
Managing Director appointed by the Central Board, two per- 
sons nominated by the Govemor-General-in-Council, and 
Secretaries of the Local Boards. 

The capital and reserve of the Bank is Bs. 15 crores. The 
fully paid-up capital is’Bs.‘5‘62 crores, the Deserve Bund 
is Bs. 5*62 crores, and total deposits amounted to about 
Bs. 657 crores in April 1946. It is' required to publish a 
weekly statement of its assets and liabilities. 

§23. Exchange Banks. — There were m all 20 Exchange Banks 
operating in India in the year 1940. All of them-'have their 
head offices abroad and operate in India through branches. 
The most important (as many as eight) are British banks. 
Other countries who have trading relations with us in normal 
times and have Exchange Banks in India are the U.S.A , 
Japan, Holland and Poitugal. The Exchange Banks are 
officially classified as • (i) those doing considerable business 
in India (having 25% or more of their deposits in India) r 
such as the National Bank of India or the Chartered Bank 
of Indiap (ii) those which are merely agencies of large banks 
doing business all over Asia (i.e. having less than 25% of 
their deposits in India), such as the Yokohama Specie Bank 
or the Bank of Taiwan. Indian Joint-Stock Banks have at 
piesent a negligible share in the foreign exchange business, 
owing to lack of adequate capital, absence of branches in 
foreign centres, and above all the strong competition .of old- 
established and powerful foreign Exchange Banks. The 
first Indian Exchange Bank (Central Exchange Bank of 
India), opened in London under the aegis of the Central 
Bank of India, was amalgamated with Barclays Bank Ltd.. 
London. 

The main business of the Exchange Banks is financing 
the foreign trade of India by the purchase and discount of 
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foreign bills of exchange These arc marnlv export bills 1 
•which are bought (or discounted) bv the^e banks from ex 
porters in India They are afterwards “int to London and 
are there rediscounted w itfa the London banks \ gainst their 
Jxtnd n sterling balances which are increased tn purchases 
of export bills m India the txchan.i Banks sell sterling to 
the Re erve Bank rf India which Ins to remit in sterling 
large sums on Government account to enable the ^eoretary 
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3 duplicate called the 


.12l to meet t} ] e Home charges Other persons like the 
Si Le g uar dians of students studying abroad, also buy 
£nU 8 .SS5 on , 1 London frora the Exchange Banks These 
tradp tna v®° j or ^P 01 * 6°ld according as the balance of 
trade m merchand.se » in favour of or agamst India 

, ? Cra 5 , of Jm r° rt tra dc of India the more 
<RX*fflS/Sal P t? b l the branches of the Exchange Banks 
business eomiat^' be *“? of fhe Ia **» brunches m this 
(drawn on Tnd.in 111 collecting the import bdls 

" 0n Indna ^porters) „t maturity and in furnishing 
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tlieir head offices and branches abroad with information as 
-to the xneans^ and standing of the Indian importers on whom 
1 bills are drawn by then- creditors abroad 

Over and above foreign exchange business, the Exchange 
Banks are also doing a growing volume of ordinary banking 
business and are thus competing with Indian Joint-Stock 
Banks. Some of them have for this purpose branches in the 
interior, as for instance at Cawnpoie 01 Delhi, and are thus 
taking part in the financing of the inland trade of India also. 
'They have succeeded in attracting large deposits m India 
(Bs. 85-57 crores in 1940) and the Indian Joint-Stock Banks 
Iiave to face these new fomiidable rivals even m t heir own 
field of ordinary banking and inland trade finance. 

In order to increase the share of Indians m the finan- 
cing of the foreign trade of the conntiy, the Cential Banking 
Enquiry Committee has proposed firstly, that Foreign Ex- 
change Banks should be required to take out licenses with a 
view to subjecting them to some control, and secondly,' that 
a private Indian, Exchange Bank enjoying State aid should 
.be started, should the Impeiial Bank fail to expand the 
foreign exchange business in which it is now free to engage. 
§24. Joint-Stock Banks. — We have already referred to the 
recent growth of Joint-Stock Banks m India. 1 As m Eng- 
land, these are mainly commeicial banks and give short-term 
•credit only. They receive deposits, discount local bills, open 
•cash credit accounts, advance loans against stock exchange 
securities, grain or cotton, buy and sell shares and tiansact 
■ miscellaneous banking business. On 31 December 1940 there 
were in all 58 Joint-Stock Banks with capital and reserve of 
Bs. 5 lakhs and over. Their paid-up capital was Bs. 9*09 
■crores, reseive and rest Bs. 5-57 crores, deposits Bs. 113-98 
■crores, and cash" balances Bs 26-26 crores. The total num- 
ber of banks with capital and reserve between Bs. 1 lakh and 
5 lakhs was on the same date 122, their paid-up capital 
Bs. 1-67 crores, reserve and -rest ,Bs. 0 76 crore, deposits 
Bs. 11*04 'crores, and cash balances Bs. 2-24 crores. The 
most important Joint-Stock Banks in India (India’s Big Five 
us they may be called") are the Bank of India, the Central 
Bank of India (which is a remarkable example of a successful 
hank owned and managed by Indians), the Punjab National 
Bank, the Bank of Baroda and the Allahabad Bank. 

Since the. bank failures of 1913-14 the question of regulat- 
ing the Joint-Stock Banks in India has engaged a good deal 


See § 18 . 
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of attention These failures were due to low ca*h balances* 
Email paid up capital lack of experienced and tmned manag- 
ers, unsound advances and m a few cases to fraud The 
Central Banking Enquirv CoiuiuiUt-e recommended the enact- 
ment of a special Bank Act ince the old Indun Companies- 
\ct (18131, which applied to all ivjx of joint stock companies, 
was thoroughly inadequate for regulating banks The amend- 
ed Indian Companie Act (19 A, include-, some additional 
provisions for regulating banking companies It mav be 
noted that, after the banking crisis m bouth India m 1938- 
the Reserve Bank put forward proposal* in 1339 for the regn 
lation of banks m India through a comprehensive Bank Act 
The proposed legislation has been held up owing to the con- 
ditions created bi the war 

§2» Indian banking during the war —Although at the out- 
break of the war m September 1939 banks in India were 
called to meet burned withdrawals of deposit on the whole 
the Indian banking sv<iem blood the far®t shock of the war 
well Thereafter the bank deposits showed n stead) increase 
Aa in the Tirst World War the recent war has had the 
result of trengthenin 0 the cash position of banks m India 
Unlike however the war of 1914 18 the recent war has 


not reduced tight monev and a high bank rate thanks to- 
the n 0 orous control over interest rates by monetary autho- 
rities in India and England 

§2u Other types or banks — We have already dealt with Co~ 
operalue and Land Mortgage Banks 1 There are hardlv anv 
special banking organizations in the country for providing 
long term loans to industries for purchasing ma chin ery, erect 
mg factory building* etc There is a great need for this- 
type of bank as was pointed out bv both tbe Industrial Com- 
mission and the Central Banking Enquiry Committee The 
latter recommends the e tablishment of Provincial Industrial 
Corporations assi ted bv the Provincial' Governments and of 
an aU India, Industrial Corporation Under the State Aid to 
industries Acts (a» in llad-a* the Punjab and Bengali loans 
are giTm by the Government to industries but these art 
? , , restricted to small cottage mdu trie and the need 
tor industrial Banks for m«>etjri*j the long term capital require- 
ment* of large-cab* industries remains unsatisfied’ 

iteterence mav be made here to Postal Sac n as Banks 
wmch were opened in all par** of India m 1SS2 and lhS3 
-Lbe*e banks jroitde the lower middle classes with a secure- 
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means of depositing their small sayings, for which the general 
balances of the Government constitute a sufficient ^security. 
In 1938-9 theie were 18,109 Postal Savings Banks, the num- 
ber of depositors was 4,240,791, and the total deposit balances 
with’ the Government totalled Bs. 81-94 erores. The amount 
declined to Bs, 51-39 erores in 1941-2 partly owing to the 
lowering of the rate of interest allowed on these deposits to. 
11'% and partly owing to the withdrawals during the war. 
The amount outstanding was Bs. 80-27 erores m 1944-5. 
These deposits "can be withdrawn at any time subject to cer- 
tain restrictions. The maximum amount of deposits per year 
is- limited to Bs. 750 and the total deposit to the credit of 
an individual account is limited to Bs. 5,000. Amounts of 
As'. 4 and above can be deposited and money can be with- 
drawn once a week. 

Since 1917 the Post Office has come into contact with the 
savings of the people in another way thiough the five-year 
Postal Gash Certificates which are, issued m various deno- 
minations ranging from Bs. 10 4 to Bs. 1,000. The total 
amount of Postal Cash Certificates outstanding on 31 March 
1942 was Bs. 39-19 erores, -as compared to Bs. 65-98 erores 
in 1934-5. The decline may be attributed to the lowering of. 
the interest rate to 21%', withdrawals during the recent war 
and the diversion of savings into the comparatively more 
attractive Defence Savings Certificates, yielding 3|% com- 
pound interest, introduced during the recent war. No one 
peison can hold Postal Cash Certificates of value exceeding 
Bs. 10,000. - 

§27. The hoarding habit. — -The habit of hoarding to which 
the Indian people are supposed to be addicted has given rise 
to a good deal of controveisy. India has been described as a 
bottomless sink for the precious • metals, gold and silver. 
These hoards have been estimated at ‘£1,000 million. It is 
clear that the use of gold for industrial and domestic purposes 
is not confined to India and is found even in European coun- 
tries. Further, the total amount is not large considering the 
vast population of India. The recent large exports of gold 
from India go to show that when necessary Indians do firing 
out their hoards, which are therefore not lost to the world for 
all time. The hoards are held in scattered, individually in- 
significant, amounts. The use of gold and silver is enforced 
by custom and plaj-s an important part in social ceremonies 
sanctioned by religion and tradition. The' habit of hoarding, 
although its extent is exaggerated, must nevertheless be ad- 
mitted to exist.. Its principal cause is found m the sense of 



rnr\cx pbici s and banking 


insecurity of life and property engendered b\ the numerous 
jq% asiona to which India uns subjected in the past Formed 
in tiroes of insecurity the habit his to tome extent continued 
■to survive in times of will estihlished peace and security 
The illiteracy of the population and the ab enee of adequate 
hanking facilities art other oh-tufts in the path of reform 
For inducing people to put their hoards to productive uses 
it is very necessary to d vim suit iblc measures such as exten- 
moii of the Postil Savings Butks multiplication of Co-opera- 
tive Societies issut of gold certificate-. (1 e repayable in gold) 
a more extended um* of the co-operative and other cheques, 
general extension of banking facilities ind the establishment 
of National Savings \ssocutions (as in England) which aim 
at promoting thrift and at familiarizing the small saver with 
aafe and profitable modes of investment The removal of 
illiteracy the reform of social and religious customs through 
education nnd the progress of gem ral enlightenment should 
aKo help • 

§28 Need for more banks — < ompared with other countries 
banhm„ fi ill ties ir> Ind i are most inadequate There are 
about TIhhi li-mkiiv offices including branches and agencies, 
.throughout the whole of India Less than 4<X) towns out 
of a tntil of 2 7-n are nerved either bv a banH <tr branch or 
sgen<\ of \ b3nk It is therefore very necessary to follow 
a. vigorous poly of establishing joint stock and co-operative 
multiplying their branches under the supervision 
and pudance of the Reserve Bank of India Therervices 
‘ "Jdi^enous bankers should also be fullv utilized Thev 

ihs! 1 ' ^?v, a ? p0 ’ r nt L ed aB a " enta b ? the l° int 3 *<>ck banks and 
their methods of business should be revised and modernized 
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recommended the adoption of the Gold Bullion Standard It also proposed 
that the rupee be given a gold value of 8 47 grains, equivalent to Is 6rf) 
gold. The latter rate was accordingly made legal by the Currency Act ot 
1927, which alfo gave the Option to tbo Government provisionally to sell 
sterling exchange mstead of gold bullion in lieu of rupees In September 
1931, when Great Britain gave up the Gold Standard, Ind.a followed suit. 
The rupee was then linked to Is. GJ sterling and thus onee again the 
Sterling Exchange Standard was mtrodneed This standard has been made 
legal by the Reserve Bank of India Act (1931) which also requires the 
Bank to make a report on the permanent monetary standard suited to 
India when world monetary, conditions become mere normal The Re-er\ o 
Bank is the new currency authority m the country The previous two 
separate currency reserves, namely the Paper Currency Reserve, and the Gold 
Standard Reserve (created in 1900 out of profits on mpee coinage), have 
been amalgamated and entrusted to the Reserve Bank, winch has to issue 
and’ regulate paper currency (Bank Notes) and maintain the exchange value 
of the rupee at Is Od. There has been much controversy regarding the 
ratio, and there is still a considerable volume of opinion adverse to Is 6 d 
and in favour of Is. 4d , or a still lower rate. The linking of the rupee 
to sterling as also the large gold' exports during the last, eight years have 
also been subjects of keen controversy. 

The Indian Paper Currency system was established bj the Paper Currency 
Act of 1861 Until its recent (April 1935) transfer to the Reserve Bank, 
it was n monopoly of the Government, which alone conld issue nofes and 
was responsible for maintaining their convertibility n\to rupee*. Eor thi* 
purpose a separa+e Paper Currency Reserve vas maintained on the fixed 
fiduciary issue plan Except for a maximum amount of fiduciary (invested) 
reserve, the remainder had to be held in metal (1 c silver and gold com 
and bullion). Part of the reserve was invested m sterling securities. During 
the war there was a considerable expansion of paper currency and of vlic 
sterling securities held in the reserve In 1920, on the recommendation of 
the Smith Committee, tho Proportional Reserve System was adopted, and 
the Paper Currency Act of that year provided for a o0 a o metallic reserve 
It also permitted the issue* of emergency currency to the Imperial Bank 
during the busy season against the security of inland trade lulls. As recom- 
mended by the Hilton-Tcmng Commission, the function of note issue has 
rcvcntlv been transferred to the Reserve Bank, winch must hold under the 
e'erve Bank Act a 40% Gold Reserve (gold bullion and sterling* securities) 
Inch may, however, be lowered temporarily on payment of a (ax. 

Tho notes are of tho following denominations: Rs 5, 10 , 50, 100, 500. 
.000 and 10,000 All except the last three are universal notes, i e legal tender 
i rough out British India, the last being legal tender m its respective circle 
f issue only. 

In addition to rupees and notes, there are subsidiary fSlver, bronre and 
opprr coins which are legal tender only for small amounts 'not exceeding 

rupee 

The Indian currency svstem has stood the strain of the war fairlv well 
nd ha* tiled over temporary panic created in ApriWune 1910. A striking 
•xpansien of paper currency, xrsue of one-rupee notes, lowering of the 
•lanyard of fineness of n'l the sliver coins including the rupee, the firm- 
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sea* of the rupee atari ng exchange rw riciicna cm eipcr* »nd import of 
gold and excbaage^nntrot »re tl e pnr^ pal feature* of tie war tune Indian 
currency *;• eta 
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transact banking business for the Government and has for that purpose 

-appointed the Imperial Bank of India as its agent. It is also the currency 
(note-issuing) authority. The more important bapks (Scheduled Banks) are 
required to maintain certain cash balances ruth the Reserve Bank, which 
in turn offers them certain privileges, such as rediscounting of bills and 
promissory notes endorsed by them, grant of loans, etc. It can in turn 
borrow money from them for short periods. It is prohibited from allowing 
interest on deposits, cngagmg'in trade, etc It has to publish from time, 
to time its Bank Rate, i e. the rate at which it is prepared to discount 
approved bills and commercial paper. It is empowered to carry out open- 
market operations. Provision has also been made for the establishment of 
a special Agricultural Credit Department by the Bank, It is hoped that 
.the Reserve Bank will be able to reorganize and unify our money’ market, 
-reduce money rates, relieve monetary stringency during the busy season, 
help agriculture and generally strengthen our banking system 

The Imperial Bank of India was established m 1921, being the result 
-of an amalgamation of the old Presidency Banks Until the establishment 
-of the^.. Reserve Bank of India it performed certain banking business on 
•Government account It is now the sole agent of the Reserve Bank of 
India and continues to be subject to a special Act, which, while now allow- 
ing it to deal in foreign exchange, prohibits it from lending for a period 
longer than six months or against immovable property. The Imperial BaDk 
•Is now the premier commercial bank in the country and has a large number 
•of branches (exceeding 1G0) throughout the country 

There are 18 Exchange Banks in India, all of them being branches of 
foreign banks. Their main business is to finance the export and import 
trade of India They buy export bills and get them discounted in London. 
‘They also collect import bills drawn on importing houses in India They 
export and import gold, and buy and sell sterling from and to the Reserve 
Bank. Latterly they have been entering into competition with the Indian 
Joint-Stock Banks by attracting large deposits in India and by financing 
•even the internal trade of the country. The Central Banking Committee 
lias recommended, the issue of licenses subject to certain conditions to these 
Banks so as to bring them under control 

, The most important Indian Joint~Stoch Banks are the Central Bank of 
'India, the Bank of India, the Punjab National Bank, the Bank of Baroda 
-and the Allahabad Bank. As in England, the Indian Joint-Stock Banks 
are mainly commercial banks. They accept deposits and advance loans for 
short periods, finance the inland trade and transact general hanking business. 

Indian Banking stood the strain of the recent war remarkably well and 
displays a stronger cash position than before the commencement of hostilities 
Other type i of banks , are (i) Land Mortgage Banks, ( 11 ) Co-operative 
Banks, and (in) Postal Savings Banks 

, Thcr hoarding habit in India has been the subject of a long controversy 
and has received a good deal of attention. It is largely {ho resnlt of con- 
ditions of insecurity in the past and certain social customs In order to 
wean the people from this habit and induce them to make a productive 
use of their hoarded wealth, further extension of banking facilities throughout 
-the country is urgently called' for. - 



81 Introductory remarks —Indian finance Ji3S undergone a 
great change m recent. yelrs Belmc the war (1914 18) tin. re- 
used to be only one budg« t for ibe V-bole of India, and the 
Central Government was the onl\ taxing authority Since the 
war there ba« been a practical!' complete separation of pro vis- 
ual from central finance Vbout fifty «ara ago land revenu** 
was for and awav th. ino*-t important source of revenue Other 
sources of tew nue like customs and income tax ore now 
coming more into the picture, and some sources hkc opium , 
which used to be of great importance have dwindled into- 
msAguificawe &Uo in normal years the railway a ate now 
expected to contribute something towards general revenues 
instead of bein 0 a dram on them 

\\ e shall now proceed to di «.uv» the principal cenf raf 
heodi of revenue 

§2 fit Customs (Import) tariff —Until recently the Indum 
tariff wa s on a free trade basib Between 1883 and 1801 there 
were practicilh no import duties In 1804, however, a 
general 5% «d cfltorem duty (from which a few things like 
cotton varn and pi**ce goods wore exempted) was imposed 
on all imported goods The object of this duty was revenue 
and not protection of aov indigenous mdustrv \t the end 
of JbOi the dot\ was made apphcablo to cotton yam and 
piece goods also In 18% the duty on cotton piece goods was 
lowered to 3J% and an equivalent excise duty was levied on 
tmU woven doth produced in India The excise duty was 
bitterly resented in India but it was not taken off till 1926 
Extensive changes m the customs tariffs base been intro- 
duced since the wit* of 13 If 18 and a large number of imports 
have been subjected to duties of varying size \t first the 
duties were imposed primarily for rtrenue purposes in order 
to enable the Government to meet the great increase of public 
expenditure In 1921 the po\icn ot discriminate protection 
was accepted, and accordingly some of the import duties (and 
their number is atcadili growing) have been levied munis 
for the purpose of granting protection to certain selected in- 
dustries 1 Latterly the idea of Imperial Preference has been 
superimp&W on owr tariff arrangements On 20 \v"n e t 
I0i2 a general trade agreement was signed %t Ottawa between 
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India and the United Kingdom followed by a supplementary 
agreement regarding iron and Steel on 22 September 1932. 
These Agreements were replaced by a new agreement called 
the New Indo-British Trade Agreement in 1939. The pro- 
fessed object of these agreements was to safeguard India’s 
existing export trade from dangers which might be appre- 
hended, to stimulate its recovery from the prevalent depies- 
sion and to open out new lines of development to the utmost 
extent possible. In return for concessions granted to certain 
Indian goods in the United Kingdom, corresponding conces- 
sions were gianted to British goods m the Indian market. 
The Indian "tariff, which had so far bee'n a single-decker one, 
thus became a two-decker one. That is to say, whereas pre- 
viously it did not differentiate between imports from diffeient 
•countries (except in a few cases), it now adopted two sets of 
import duties — one higher, on goods coming from countries 
other than the United Kingdom, and the other lower, on 
goods of British origin. The budget of 1942-3 provided for 
an overall surcharge of 20% on the import tariff vith certain 
exceptions such as salt to meet the increased expenditure on 
defence caused by the war. 

In one way or another, therefore, the list of imported 
articles subjected to fairly heavy duties (amounting to 75% 
ad ■valorem in some cases) has been considerably enlarged in 
recent years. Among the dutiable articles mention may be 
made of the following : cotton piece-goods, railway materials, 
sugar, matches, motor-cars, cinema films, watches, silk piece- 
good's, tobacco, cigars, cigarettes, kerosene, petroleum, silver, 
fermented liquors, wines and spirits. 

(h) Customs ( Export ) duties . — Until 1860, there was a 
8% duty on practically all exports, but the duties on most 
atticles were abolished between 1860 and 1880. At present 
the only important export duties are those on jute and jute 
manufactures, and on rice The jute-growing provinces (i e. 
Bengal, Assam and Bihar) are granted a share of the proceeds 
» from the jute export duty. 

The customs revenue has made rapid strides since the 
war of 1914-18. Its yield increased from Us. 11T3 crores in 
1913-14 to Bs. 45-88 crores in 1939-40 after allowing for the 
loss of revenue due to the separation of Burma. The customs 
revenue now (1946) amounts to about ,Ks. 55 crores. There 
is a marked tendency to rely increasingly on customs duties 
for revenue. 1 

1 The revenue from Central excise duties, formerly included under customs, 
is now shown separately, being Bs 48 59 crores (Budget) for 1945-6. Tt 
c .10 
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§3 The income-tax — The adoption of income tax in India 
on a permanent basis dates from i860 Before the war of 
1914-18 the annual yield from the income tax was only about 
Its 3 crores Owing to successive increases in the rates, the 
yield is now about Rs 42 crores (including surcharges and 
the excess profits tax levied during the present war) accord 
mg to the Budget of 1942-3 exclusive of the corporation tax 
(levied at the rate of 1J anna in a rupee) estimated at Be 22 
crores 

Since 1916 a scale of progression has been introduced so 
that the rate of the tax varies in accordance with the si 2 e 
of the income being higher for the bigger incomes and lower 
for the smaller incomes In addition to the ordinary income- 
tax, a progressive super tax has to be paid on incomes of 
Es 25 000 a year and above The Income Tax Amendment 
Act (1939) has introduced the slab system under which 
progressive rates are applied to successive slices of income 
Under the previous step system the tax was charged at the 
same rate on the whole income the rate rising with the 
income The position at present (May 1946) is os shown 
below 


Annus! income 


On the first Ri 3 000 of total income 
On the nest Be 3 J00 of totnl income 
On the next Re 5 000 of totnl income 
On the next Re 5 000 of totnl income 
On the balance of total income 


12 p»c» 

21 pies 
12 puts 
60 pies 


Note Employee! with salaries ranging belw, 
X-SM5 instead of the preTiona figor< 


§ 4 Salt The salt rev enue was inherited by the Bnti-di Gov- 
ernment from its predecessors along with a number of transit 
does These latter were abolished in 1843 and the salt dntv 
was at the same time consolidated and raised It was very 
ta l he be e imun g hemg Rs 2 per maund in 16S2 and 
per maund in 1888 Since 1903 the rate has on 
tne whole been on the downward grade It now stands at 
i e 1-4-0 per maund or Re 2 9-0 inclusive of the surcharge 
levied in 1931 The salt doty is a tax on a necewarv of life 
and is therefore unpopular Public opinion is strongly in 

coniine of excise dnt.es fitet levied on sugar sod matches m 1931 and excise 
eatiee on Uwm sod motor w >a India proper The nil 

antr is wpanlcty shown 
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favour of abolishing it altogether. It is not possible to do so 
at once because that would mean sacrificing a revenue of 
over Rs. 8 crores every year. However, the aim should be 
steadily kept in view and the tax should be reduced as oppor- 
tunity offers. 

§5. Opium. — Opium was at one time a considerable souice 
of revenue yielding about Rs. 8 crores per year. But m order 
to assist China in suppressing the opium habit, the Govern- 
ment of India entered into an agreement with China m 
1907 and again in 1911 undertaking a progressive reduction 
m the exports of Indian opium to that country. In 1926 an 
announcement was made to the effect that in future all ex- 
ports of opium would b& abolished except for strictly medicinal 
purposes. This is now an accomplished fact Internal con- 
sumption of the drug is also strictly regulated. The opium 
revenue'has thus declined to half a crore of rupees 
§6. Provincial revenue and expenditure. — We have so far 
discussed the mam sources of revenue enjoyed by the Central 
Government. We shall now pass on to consider provincial 
heads. 

§7. Principal provincial heads of revenue. — (i) Land revenue. 
— Land revenue has already been discussed m Chapter m 
(§§29-37). The total amount collected in 1939-40 was 
Rs. 27*25 crores m the whole of British India and remains 
approximately at the same level up to date (1946). 

(ii) Excise . — The excise revenue, which amounted to 
Rs. 12*29 crores in 1939-40 in British India, is derived from 
the sale and manufacture of intoxicating liquors, hemp, drugs, 
opium, etc. It is levied in the form of a duty on manufac- 
ture and fees for sale licenses. The maj'or portion of the 
revenue is obtained from country liquors : the right of whole- 
sale supply for a district is granted by contract; and the light 
of retail sale is auctioned. 

The main object of the excise policy ought to be the sup- 
pression of the evil of drink. The Government has so far 
relied largely 'on the method of raising the price of liquor, but 
not so much as to stimulate illicit production. Other methods 
are rationing, reduction in the number of shops, lowering the 
limits of possession, reducing the strength of the drinks 
supplied, curtailing the hours of sale, etc. Ron-official opinion 
is inclined towards the restriction of quantity, strict regula- 
tion of the number of shops, and in general towards a stricter 
policy of control, and, latterly, under the lead given by the 
provincial Congress Ministries, towards complete prohibition. 
Extreme methods, however, are likely to defeat their' own 
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0 b,ect by encouraging sruugjlmg and illn.it dia'ilbuon or to 
result in people resorting to some other habit that may be 
even more obnoxious JLhe practical state-man will bear in 
mind all these dangers and difficulties and wQl aim at a haprn 
mixture of daring and circumspection in dealing with the 
problem He must endeavour to emphs- ze the moral aspect 
of excue pohev and a\o d the temptation of shirking impor- 
tant practical reto-TUs because thee may mean some imme- 
diate lmanci.il loss to the Government 

In 193S-0 prohibition introduced m Salem district hr 
the Sfadnis Government and in -Unnedabad and the town and 
island of Bombay by the Government d{ Bombay Bihar 
did lihewnn Certain legal and technical difficulties have 
recent!? (1940) resulted m partial relaxation of the policy of 
I rohihition m Ahmedabad and Bombay 

(m) Other sources of revenue are judicial and commer- 
cial stomps fees for registration of documents, forests (denied 
from the sale of timber grazing fees etc ) and the 'Cbe- 
duled taxes i e certaiP specified taxes such as the Enter- 
tainment Tax which the provinces were empowered to impose 
at their discre ion under the Reforms of 1919 

Some provinces have 'cried new taxes since the introduc- 
tion of Provincial \utoUotny in 1937 such S3 Sales Taxe- 
ihe Employment Tax the Immovable Fropertv Tax etc 
B c shall now turn to the expenditure s de and cornier 
the main items of central and provincial expenditure 
§8 Public expenditure (Central and Provincial) —Since the 
beginning of the present century and especially during the 
la-t twenty-eight years there has been a 'inking inerta e in 
public expenditure in India For example the to'al amount 
of central and provincial expenditure increased from Bs 124 
crores in 1913-14 to Rs 223 crores in 1940-1 (Bodged This 
ts the experience of all civilized countries because the scope 
of governmental acfnnfr has nnmen a ely increased m recent 
xeara But as G K (rokhale pointed out while increased 
expenditure in other countries under popular control has 
helped to bring increased strength and lecunty to the nat.ons 
and increased enlightenment and prosperity to the people 
onr con‘mnallr increasing expenditure has under autocratic 
management, defective constitutional confnl and inherent 
delects ol ahe-n domination only helped to bring about con 
stonily increasing exploitation of onr resources has retarded 
onj nations) progre-s and burdened na with undefined and 
indefinite firancial liabllit es Compelled to meet the demands 
oi a forward impend frontier pohev and constant borrow- 
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ing for commercial enterprises, often undertaken m conse- 
quence of the pressure of English commercial classes, our 
Indian .Government has little money to spare, with all its 
increase of taxation, for purposes of national education.’ 
Gokhale attributed a large part of the increase in public ex- 
penditure to the distrust and suspicion created by the Mutiny, 
which led to the wider employment of costly British services. 
The most seiiotrs growth m public expenditure was caused 
during the war of 1914-18 and the period that followed it. 
The military expenditure, which was already high, namely 
Bs. 29\S4 crores in 3913-14, rose by leaps and bounds and 
stood at Bs. 67-38 crores in 1920-1.- Since then by successive 
reductions the figure (net) was brought down to about Bs 45 
crores. The belief, however, was widely held that there was 
still further scope for substantial economies National safety 
is of course a matter of paramount concern and we must be 
reasonably well prepared to meet all likely contingencies. At 
the same time we must never allow ourselves to forget that 
India is a very poor country and we must be chary of piling 
up unproductive expenditure that is not obviously necessary. 
The recent war has been responsible for a very sharp increase 
in the defence expenditure, which has been placed at 
Bs. 243-77 crores m the Budget estimate for 1946-7. 

The enormous increase m the expenditure on civil adminis- 
tration has been another popular grievance against the Gov- 
ernment, the complaint being that the Indian administration 
is one of the costliest in the world. The constitutional reforms 
-have always been attended with heavy additions to adminis- 
trative expenditure. 

In both the military and the civil branches of administra- 
tion there is need for a- rigoious pursuit of economy by reduc- 
tion of- establishments, piogressive Indianization, etc. It is, 
however, equally necessary to spend as fi eely as possible on 
the ‘nation-building’ departments — oil education, agriculture, 
indushies, inigation, etc. in order to achieve the economic 
uplift, ’of the people. .The v present scale of expenditure on 
these depaitments is very meagre. 

§9. Burden of taxation. — The percentage of national income 
taken as taxation is low in India as compared with some other 
countries like the United Kingdom (about 6% as against 
over 22% in the United Kingdom before the lecent war). 1 

* Tlic burden of taxation (central and provincial, mclndnig land revenue) 
per head in British India was Be. -1-10-10 m 193S 9. According to Sir 
rurshottamdas Thakurdas, tlie burden of taxation per head was Be. 1-13-9 
in 1871, Bs. 2-0-6 in 1901, Bs. 2-11-5 in 1913, and Bs. 6-1-8 in 1922. 
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Bat considering the pox rtv of the people the burden of txxa 
tion cannot be considered to be light Be udes the question 
cannot be considered apart from the direction of public ex 
penditure If the expenditure is really beneficial to the 
nation, this would be properly regarded as n compensation 
and justification for the taxation but, as we hate already 
seen the position in this respect 13 far from satisfactory 
Before the war taxation wa3 very unevenly distributed 
between the different classes of the community The poorer 
sections bore the brunt of the burden m connexion with the 
land revenue salt tax excise duties, stamps, etc The war- 
arid post war changes in taxation during the war of 1914-18, 
the post war period and the recent war have made the system 
somewhat more editable by the introduction of » graduated 
“ p = r t «— not to spesk of tho Bites, Profits 
o' 1 . ° f .•P"?' 1 1 "t» rt on Ininrv artielee 

ZZni J <hl! '“*** <*««• Even so, v 

bSS/lT*.? inequality still persists, nod it needs 
TOSS dSomrt oe M '““fe ” redu<:, '»t» of tales nhidi 

SS,; S! lh “ P 00 ”' ! «tions and by relyms 

“S, 8 on tapes Ukelt to b, born, mostly by t£« riche? 

"> «I«M. the 

thereVe „hF« * T 7 f ,s!oca > ted tr *de and industry, and 

■=4i%eESS3,££S 

recommended b“thTSS n,e8 », W f ^ med out on tfae lmes 
surplus budget* b^mo T^Tl of l932 ' 3 ‘ aod 

some years bemnmn<r r a&ai ina/? nre ^ D ^ Utn finance for 

budBe^afer^ZS 4 ^ h °«‘™ 

pression Caused a very senm,» drfLn ♦ ° rId econom,c de 
revenue heads de ^ enoratlon of many important 

affected tax and adversely 

•wajs ana Posts and Tewl ^ Ia L£ ei ' a 5 tment8 like Bail 
covered by heavy additi^nl^ 1 '* 1 ? deficits had* to be 
the three yea's 1930 3 ni taxation about Ba 45 crores in 
, * ’ 303 By tfus ®eans, however the Central 

KWund ita* s 7 J e “ 0TB ' tt# Elctss *»»«» T« on the ' 
«* *> 7 « ^^ L7Zt , :' a : rt ; A ni reduction of 

J-UI me, « m 

exempting wrori mwra9Wll .‘ , tWh« ezienaioQ ot the principle of 
*l«*So duty 0/ r. So ptr tein c „ * jMc f ta « s «piUMe The beery 
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Budget was able to show a small surplus, winch considerably 
increased, during 1934-5 and 1935-6, making some relief in 
taxation (e.g. income-tax) possible. The figures for 1936-7 
revealed, however, a deficit of Bs. 1*78 ciores, owing to deteri- 
oration in revenue under Customs and Income-tax. This 
necessitated an increase in sugar excise duties. Subsequently 
the Budget position improved, but deteriorated again m 193S-9 
owing to the trade ‘recession’. The commencement of the 
recent war has once again created heavy deficits, 1 which have 
had to be met partly by additional taxation 2 and partly by 
borrowing. 

§11. Public debt .in India. — The origin of our public debt is 
to be traced to the wars of the East India Company. The 
debt inherited from the East India Company by the Govern- 
ment of India was purely unproductive. Since 1867, however, 
the productive debt incurred for the construction of railways, 
irrigation works, etc., has gone on increasing. By far the 
greater portion of the public debt of India during the war of 
1914-18 was raised in England. The unexpected success 
which attended the Government’s attempts to raise loans m 
India during the period of the war of 1914-18 made the Gov- 
ernment realize the strength of the Indian money market, 
and now most of the public borrowing is done in the country ' 
itself. It is gratifying that the bulk of the public debt is 
productive in its character, being contracted chiefly for the 
construction of railways and irrigation works. 

The total public debt (i.e. the interest-bearing obliga- 
tions) of the Gover nm ent of India at the end of 1944-5 (Revised 
estimate) Bs. 1819-02 crores; Bs. 34T0 crores being steilrag 
debt m England and Bs. 1784-92 crores being inpee 
debt m Indih,. The bulk of this debt represented interest- 
yielding assets, such as capital expenditure on railways, 
capital advanced to provinces for irrigation woiks, etc. It 
is noteworthy that ' the sterling debt of India has shown a 
rapid decline from Bs. 512-15 crores in 1934 to Bs. 34-10 
crores in 1942, following the repatriation of sterling debt, 
particularly during the recent war — a process assisted by the 

-‘ Tlie estimated deficit m the budget of 1916-7 is Es. 18 77 crores. 

: The central additional taxation imposed during the recent war may be 
summed up as follows : (a) Direct taxation — ( 1 ) Excess Profits Tax, (ii) Sur- 
charges on income-tax, (in) Lowering of the exemption limit of income-tax 
(6) Indirect taxation — (i) Increases in excises on sugar, motor-spint, matches, 
kerosene and silver, (u) New excise duty on tyre3, (in) An overall surcharge 
on the import tariff, (ivj Higher railway rates and fares, and (v) Enhanced 
postal, telegraph and telephone rates 
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acquisition of largo sterling assets’ by the Reserve Bank of 
India * Contrariwise there has been an increase in the rape© 
debt from Its 603 09 m 1934 to Rs 1784 92 m 1914-5 
India ha3 thns succeeded in greatly reducing her external 
debt and lessening to that extent the complications of her 
exebango problem 

§12 Financial relations between the Central and PronncIM 
Governments — -From 1833 to 1871 all financial powers were 
m the bands of the Government of India which controlled 
the smallest details of provincial expenditure Lord Mavo 
was impressed with the necessity of some decentralization 
in order to enlist greater interest and more animated co- 
operation on the part of the provincial governments in devc 
loping the public revenues and managing them with all 
possible economy He initiated the system of Provincial 
Settlements in 1871 under which certain heads of expendi- 
ture, local in character, were handed over to the provinces 
For the management of these the provinces were given, in 
addition to the departmental receipts annual fixed lump sum 
grants the deficiency being made good bv local taxation if 
necessary The system of decentralization thus initiated was 
successively improved and extended m 1877, 1882 3904 and 
1912 The position before 1919 was as follows a 

On the revenue side Ihe Central Government retained 
for its use all the revenues which could not be allocated or 
traced to any province these being called the Imperial Heads 
of Revenue (such as Opium Railways Customs Salt Posts 
and Telegraphs'* Of the remainder some were wholly pro- 
vincial like Forests, Excise (id Bombay and Bengal*, Regis 
traljon the departmental receipt* from such provincial depart- 
ments as Education, and Law and Justice Lastly there 
was an important class of divided heads of revenue, such as 
Land Revenue Income-Tax Excise Irrigation and Stamps 

On the expenditure tide a somewhat similar arrangement 
prevailed and there was a special arrangement for the sharing 
of expenditure on famines 

Since the Reforms of 1919, of which the keynote was 
financial autonomy the divided heads were abolished and the 
new allocation of revenue and expenditure wa-. as- follows > 
® Imperial Heads of Retinue Opium Salt.i Customs In 
a *’ ® ,a ’l wa, ' v8 Rosts and Telegraphs Military receipts 
<u) Provincial Heads of Revenue Land Revenue (including 

« V >rt ** u ' U * re e,reCt ' d “ **»! B* IT 29 wore* by tie end ct 1W6-7 

dm ea. tj. yj. 
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Irrigation), Stamps (judicial and commercial), Registration, 
Excise, Eorests. 

Provincial contributions . — The abolition of divided heads- 
Of revenue and the provincialization of some heads like Land 
Revenue and Stamps resulted in a large central deficit. A 
Committee (Meston Committee) appomted m 1920 to consider 
the question of meeting this deficit proposed a scheme of 
provincial contributions to the central exchequer. The Meston 
Settlement failed to please anybody, and there was an un- 
ceasing clamour for the abolition of the contributions. The 
gradual improvement in the finances of the Central Govern- 
ment enabled it to grant substantial remissions in 1925-6 and 
the succeeding years, and with effect from 192S-9 the system 
of provincial contributions was completely abandoned. In 
spite of this, however, the main grievance of the provinces, 
especially of the industrial provinces hke Bombay and Bengal, 
still remained, namely, that with stationery needs the Central 
Government had elastic sources of revenue, e.g. income-tax 
and customs, while the provinces, whose needs were rapidly 
expanding, had been given sources of revenue hke land 
revenue and excise from which it was difficult, to obtain cor- 
respondingly larger incomes. A small share in the income- 
tax was eventually granted to the provinces. 

§13. Indian finance under the Constitution of 1935. — The- 
important question of distribution of revenues between the 
Central Government and the provinces (or units of the 
coming Federation) has been recently considered by various 
committees and commissions, such as the Simon Commission 
(Layton Report), Federal Fin nice Sub-Committee of the 
Round Table Conference (Peel Sub-Committee of the Federal 
Structure Committee), and the Percy Committee. 

The Government of India Act of 1935 which ushered in 
the new constitution contained the following provisions based 
on the findings of all these bodies. 

The following duties and taxes were to be levied and col- 
lected by the Federal Government : 

(i) Duties in respect of succession to property other 
than agricultural land. 

(li) Stamp duties in respect of bills of exchange, cheques, 
promissory notes, bills of lading, letters of credit, policies of 
insurance, proxies and receipts. 

(iii) Terminal taxes on goods or passengers carried bx 
railway and air. 

(iv) Taxes on railway fares and freights. 

The net proceeds of the above duties and taxes were not; 
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to form part of the revenues of the Federal Government but 
were to be distributed according to certain principles among 
the provinces and federated States within which the said 
duties and taxes have been levied It was open to the Federal 
Legislature however to levy a surcharge on these duties and 
taxes and to appropriate the proceeds for Federal purposes 
Taxes on Income { excluding corporation taxes) 1 — Taxes 
on income, other than agricultural income, were also to be 
levied and collected bj the Federal Government A per 
centage of the net proceeds prescribed by Ordera-m Council 
was to be assigned to the provinces and the federated State* 
within which «nch tax was leviable in a given year in such 
manner as might bt, prescribed bv Orders in Council 

The Federal Legislature could at anv time increase 
ssuch taxes by a surcharge for Federal purposes 

Salt excise and export duties — Duties on salt federal dalles 
of excise and export duties we»e to be levied and collected 
bv the Federal Government Bnt the Federal Legislature 
might pass an Act providing for the pavment to the pro- 
vinces of sums equivalent to the whole or part of the net pro- 
ceeds from such duties out of the federal revenues. 

In the case of anv export duty on jyte or jute product* at 
least one half of the net proceeds was to bo assigned to the 
provinces in which jute is grown the distribution being in 
proportion to the respective amounts of jute grown n them 
h<o BiU or amendment was to bo introduced or moved in 
the Federal Legislature (except with the previous sanction of 
the Governor-General) which (0 imposed or varied any tax 
or duty the Whole or part of the net proceeds whereof are 
assigned to any province or fii) varied the meaning of the 
expression agricultural income a3 defined for the purposes 
of the enactments relating to Indian income-tax or (ui) affected 
the principles on which moneys are or nav be distributable 
to provinces or States or (rv) imposed anv such federal sur 
■charge as 13 mentioned above Before giving his sanction in 
this case the Governor-General was required to satisfy him 
self that aU practicable economies and all practicable men- 
■snres for otherwise increasing the proceeds of taxation re- 
by the Federation would not result in balancing 
federal receipts and expenditure in that year 
§14 The Nlemeyer award —The Secretary of State appojited 
Otto hiietnever to conduct the financial inquiry eastern 
plated bv the Government of India Act (1935) His report 

* A Ux. mtanx «. Hut <a>, 'hA TpnSfa, -rf twjujwit** 
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setting forth the terms for the financial settlement between 
,the Central and’ Provincial Governments with special reference 
to the division of the income-tax under the new Constitution, 
was accepted, and 1 April 1937 was announced, by Ordeis- 
in-Council, as the date for the inauguration of provincial 
autonomy. 

The Niemeyer report proposed to give financial assistance 
to the provinces in three ways, partly by annual cash sub- 
ventions to certain provinces like the United Provinces. Assam, 
Orissa, the North-West Frontier Province and Sind, partly 
by cancellation of the net debt incurred previous to 1 April 
•1936, and partly by distribution of a further 121 % of the 
jute tax to the jute-growing provinces (Bengal, Assam and 
Bihar) . 

The extra recurrent cost to the Centre was Rs. 192 lakhs. 
Orissa was to get a further non-recurrent giant of Rs. 19 
"laldis and Sind of Rs/ 5 lakhs 

Assignment of income-tax to the provinces . — This was one 
of the major subjects of the Niemeyer inquiry. The Report 
calculated the income-tax to yield Rs. 12 crores a year after 
the separation of Burma. Half of this (Rs 6 crores) was 
assignable to the provinces, but for the first five years, accord- 
ing to Sir Otto Niemeyer, it would have to be retained by 
the Centre in order to consolidate its financial position. In 
the course of th'e next five years the levenue would gradually 
be made available to the provinces, so that after ten years 
the provinces would receive their full share of the income- 
tax. So long, however, as the portion of the distributable 
sum remaining with the Centre, together with any contribu- 
tion from the railways, aggregates to less than Rs. 13 crores, 
the proceeds of the income-tax will not be distributed among 
the provinces. 

It was at first apprehended that a considerable interval 
must elapse before the provinces would begin to receive even 
a partial benefit, and a still longer interval before they re- 
ceived the full benefit from their share of the income-tax. 
Fortunately, ’however, for the provinces, the partial improve- 
ment in Central revenues and the Railway surplus made it 
possible for the Central Government to make a beginning in 
transferring to the provinces a portion of the income-tax un- 
der the Niemeyer award in the financial year 1937-S. In 
recent years a fairly substantial share of the income-tax has 
accrued to the provinces. It may be added that in accordance 
with the recent (1910) alteration in the Niemeyer formula 
Cor assignment of provincial shares of income-tax. the rail- 
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wav contribution lias been altogether excluded from the 
central calculation of the sum available for the provinces in 
view of the complete change in the financial situation brought 
about b\ the war The new arrangement is not however, 
unfair to the provinces 

Sir Otto Nieroeier t, recommendations represent a com- 
promise between a number of conflicting aims and view- 
points and it must be admitted that the v are characterized 
by a spirit of realism and practicalness rather than a doc- 
trinaire adhesion to anv theory of federal finance While- 
central need® must be provided for at the same time the 
provinces must be given expanding sources of revenue to en 
able them t<> finance schemes m the nation building depart- 
ments 

Local rrsu.ee 

§15 Municipal finance —Municipalities are given o wide 
choice as to the form of the taxes thpv ma\ lew The taxes 
levied b\ the local authorities ma\ be grouped under four 
mam heads (i) taxes on trade for example octroi duties 
terminal taxes and tolls (n> taxes on property for example 
taxes on hon es and their sites (and in rural areas the cess 
on land! <m) taxes on persons for example taxes on pro- 
fessions trades and callings on pilgrims on menials, nnj 
domestic servants and (iv) fees anil licences Tees are either 
for specific services rendered bv the Municipality such as 
scavenging fees or are portlv of the nature of loxarv taxes 
and partly levied for purposes of regulation such as licences 
tor music vehicles dogs and other animals There are also 
license fees for dangerous or offensive trades 

The principal sources cf municipal income are Hates and 
Taxes octroi taxes on houses and lands, animals and vehicles, 
professions and trades tolls on roads and ferries rates on 
water lighting and conservancy, rent of lands houses etc 
fees receipts from markets and slaughter houses and grants 
from Government The mam heads of municipal expenditure 
are General Administration and collection charges public 
safety— lighting police fire etc public health and con- 
venience— water supply, drainage and conservancy Hospitals 
and dispensaries and vaccination Plague charges, markets 
gardens and sanitary public works Public instruction, con 
tributions for general purposes Miscellaneous — interest on 
loans other miscellaneous expenditure 

Bmce the total income of about Rs 12 crores per annum 
is distributed among as manv as 812 Municipalities, (including 
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the three big Presidency Corporations), it is obvious that the 
aveiage Municipality in India is very poor in resomces. The 
main source of income is lates and taxes, which accounts for 
about two-thnds of the total municipal revenue. The remain- 
ing one-third is derived from mumcipal propeity, contiibutions 
out of provincial revenues , and miscellaneous sources. 

The heaviest items of expenditure aie conservancy 
and public works, water supply , drainage and education. 
Municipalities are often unable to meet their expenditure 
from ordinary revenues and have generally to borrow 
money, either from the Government or in the open maiket, 
for carrying out large projects in connexion with watei supply 
and dramage works. - 

§16. District Board finance. — The mam source of the revenue - 
of rural authorities is a tax or cess (called Piovincial Pates) 
levied on the annual value of the land and collected with the 
land tax, though this may be and often is supplemented by 
taxes on companies and professional men, and by tolls on 
vehicles Recently there has been a tendency m some pro- 
vinces either to increase the general rate, or, as in Madras, 
to add new cesses for specific, local purposes such as elementary 
education. The rates of the cesses are left to the discretion 
of the local bodies, subject to certain maxima and minima laid 
down by the provincial Legislatures. The limits vaiy from 
6\% to 121%. A Very large proportion of the revenue of the 
Rural Boards consists of subventions from Provincial Govern- 
ments., These are given not only as giants-m-aid for parti- 
cular services, but not infrequently in the form of capital 
sums for the provision of works of construction. Other souices 
of revenues are Civil Works and miscellaneous. 

The mam items of expenditure are Education, Civil Works, 
Sanitation, Hospitals. Debt etc. 

The total income of about Rs. 17 crOi.es is divided among 
1,098 Boards, which means that the rural District Boards are 
oven weaker financially and have consequently shown less 
progress than the urban Municipalities. 

§17. Inadequate resources of local bodies and their improve- 
ment. — The question of local finance has come into increased . 
prominence since the transfer of local self-government to the 
Ministers (1921). Considering the devolution of powers 'that 
has taken place and the wide range of functions — including 
public health and education — assigned to Municipalities, Dis- 
trict Boaids and panchayats, the resources of these bodies at 
present are utterly inadequate. It is impossible for them to 
xeach modern standards unless they have more money. Apart 
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from the low taxable capacitv of tf e people and tbetr alleged 
unwillingness to tax themselves, ano’her difficulty is that only 
a verv email share of tho taxation of land <v.hich in othe* - 
coantries like England u the prircipal source of local finance) 
is allotted to local bodies The Taxation Enquiry Committee 
has nghtlv pleaded for the standard izttion of land revenue at 
a low 'rata so as to leave more scopo for local taxation Tho 
same Committee his al*o recommended (ii empowering Mum 
cipabties to tax advertisement-, extending thi scope of taxes 
on entertainment and bating and giving local bribes a sub- 
stantial share of the p ocecd* ( n) empowering local bodies 
m selected areas to lew a fee for the registration of marriages 
and (in! supplementing the resources of local authorities br 
sub'idies which ordmaniv should be restricted to services of 
national importance and granted in such o wav os to enable 
the provincial Government effectively to enforce cCciencv 
Ihe Bombav Local fcelf Government Committee ( 1940 ) 
endorse most of theso recommendations and male further pro- 
posals (such as & tax on the trun fers of immovable ji-oper- 
ties taxes od marriages a nil adoptions and assignment of th»» 
entertainment tax etc for tho benefit of municipalities) and 
of land revi nue in the ca*e of rural local bodice 


fcUMMATT 

Recent years have witnessed ct«« lerab'e cfconjet «" toe £ -toons] rj ,lr * 
0 / fndio The province* have aeh cvrd greater financial lndrl-eoJcnre awf 
t»» •oorcti cf revenu (-ther than Land KeTenoe) lie Jnrmne-Tax and 
Customs have coma into fcctntoenoo Th» regime cl eost-ma daUe* may bo 
«*>d to have alerted Iran the veer 1351 TLc custom* duties acre unt I 
rtccntly 0521) for revencr pupuses and were eotnel toe* b*i*need bv etc so 
<toli*e »i m the case of ihe cotton excise (abcLahrd in 1MQ 

The period once the war of l^lt IS baa been marled It k ptal increas* 
to the revenue from nuiomj da ul Since 35H more* cf 1‘rtn have been 
nt-po«ed to luriberanre cf t>e poltcv cf diaenromate protection aei latler'y 
aa a remit cf tha Ot-awa Agreement of 3033 (replaced by the caw tnd>- 
Bntah Trade Agreement cf ISIS) ocr t anf! system b»a elan tome ondet the- 
lnfioecce of the policy of Imperial Preference anil h*J become • txo-d trier 
ona In consequence 

The only Important expert duties are these on jot* and into jnannfactnrei 
and oA vice 


The - meafii«-|jr vu first levied cn a permanent hail* in 1B36 Ifa history 
eujce lhat ante has been eharactenxed by iccrea.es >o the rate introduction 
o. prcgvessKa, and tmpoebon of • aoper tax end axoeea profits tax wind, 
however has now been abolish 


The salt 
airy of life 

abolished. 


toe yields about Rs 8 erorea per year Being a tax 

it is unpopular It should there fora be reduced if 00 


altogether 
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Opium is now quite negligible as a source ol revenue. As a result of an 
agreement with China exports to that country as indeed. to other countries 
have now been stopped. Internal consumption is also strictly regulated. 

The principal provincial heads of revenue are Land Revenue, Excise, 
Stamps, Registration fees, and the new taxes levied smeo the introduction 
of Provincial Autonomy such as Sales, Employment and Immovable Pro- 
perty taxes 

The revenue from excise must dimmish with the success of Government 
policy in putting down the evil of drink. For ensuring genuine and lasting 
success, however, the Government must proceed with courage and determina- 
tion tempered with caution. , 

Since the beginning of the present century there has been a great increase 
of public expenditure m India, much of which is characterized by the 
critics of Government as wasteful and not m the interests of the nation. 
Criticism is directed particularly against the excessive growth of military 
expenditure during and since the war of 1014-18 The military budget, 
after being Substantially reduced in the years before the recent war, has 
rapidly mounted since its commencement in September 1939. Reduction id 
military expenditure has been demanded on the ground that the burden 
presses much too heavily on the poverty-stricken people of India. 

On .the citul side the complaint is that administration is needlessly ex- 
pensive and it is suggested that it is possible and desirable to cheapen it, 
e g. by substituting Indian for European agency. It is essential to spend 
more money on the nation-building departments like education, agriculture- 
and industries. 

The burden of taxation m India is high considering the poverty of the 
people and the unproductive nature of a great deal of tho public expendi- 
ture. Taxation is also unevenly distributed, and its incidence i= unduly 
heavy on the poorer sections of the population. Since the war of 1914-18, 
and again since the commencement of the recent war, the in)ustice has 
been rectified to some extent by imposing additional taxation which falls 
largely on the richer sections and reducing taxes falling mainly on the poor 
Recent Indian finance has been characterized by heavy deficits, caused 
by the increase in public expenditure during the recent war, necessitating 
much additional taxation, direct and indirect. 

Our public debt was in the beginning for unproductive purposes lik e war. 
Since 1867, however, the proportion of the productive debt bas rapidly 
increased. Also internal borrowing is being favoured more and more in 
preference to loans raised abroad. The recent substantial reduction m the 
sterling debt of India by repatriating sterling loans is therefore to be 
welcomed. t 

Financial relations . — Before 1871 all financial power was centralized in 
the bands of the Central Government. Since then there has been a gradual 
process of devolution in favonr of the provinces. The latest step in this 
development is that contemplated m the" Government of India Act of 1335. 
The arrangement as decided upon in the Act is intended to effect a fair dis- 
tribution of revenues between the Federal Government and the nnits There 
are certain taxes which only the Federal Government can levy, others which 
only the units can levy. In some cases tho jurisdiction is concurrent. Certain 
taxes are controlled by one authority though the yield may be shared by both. 
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la cam the yield of a g veo Ux may be *Uoe*t*d exJu* «ly to one 
.authority anbject to » »urtb»r 0 e lee sble for its own benefit by the other 
.author ty , . 

The Government of India Act (1935) left cvria d i to portent dels for 
■subsequent JneeeUgMioa end decU on. Accordingly the Secretary of 6t»U 
»ppo nted » special export 8 r Otto N emeyer to fix the terra* of the 
£n,na»l settlement between tho Central »nd Provincial Government* His 
Report was accepted Its (ns n recommeadatioiis were as follow* 

(i) provincial autonomy to be introduced on 1 Apr 1 193 
(u) Cash subventions to be g Ten to certain prur oces e g Ortsa* 
Rorth West Fron e Province and Brad pa that all the province* should 
hire adequate resources at the inaugural an of the new constitution 

( ") Belief to be granted to certain provinces n the form of tie can 
oellalion of the net debt incurred pr or to 1 April 1936 

(t) D etnbut on of a further 12}% of the jute tax to the jute-growing 
province* 

(v) Ass »nroen» to the pror dee* of halt of the income-tax (subject to 
-carta n ami tiuns) beginning from five yeir* after the nauguration of pro- 
-vuctal autonomy 

The N emeyer Aw*rd may fairly da m t represent as eqn Ubta an 
arrangement as «*14 be devv-ed in tbe circnmatanrea IiacWt for the pro- 
v nces the process of tbe ass gneoent of income- tax to them hM already 
etaned and the provinces have been rer* Ting fairly tubstant al ehare* of 
income tax m recent veara 


Local Ft. axe* 

Uun c p» » have to pay for conaerianry and public works water supply 
drainage and edueat on and ere empowered to levy a » da choice f Uses 
to r* se the neeeiaary money Ees dee taxes on trade (inch a* octroi dot **) 
ou property and on persons they osually levy direct fee* for *crv n 
rendered and issue licences for purposes of regnlat on or revenue There are 
812 Sfun apalitiee n Ind a but moat of them have Inadequate resources 
and have to finance their undertakings by 1 an* 

D strict Boarla have s m lir respons bU ly for edneat m civil worlce and 
pubbe hem h □ rural a cat and their resource* are smaller than those of 
Udmcipalit es Most of the i ocome came from Government grants 
Xdue&t on a tho moat costly item for Distr ct Boards water supply for 
Mora opal t ea As the resource* of both *re inadequate the Texat on 
EUqb ry Commit ee and the Bombay Local Pelf -Government Comm ttoe have 
reamunended 0 the etandardixat on of the land revenue at a low rate ( ) 
■giving Sfun e p&ht ea power to levy new taxes sad { ) supplementary grants 
for aerr era of national importance " 
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THE NATIONAL INCOME AND UNEMPLOYMENT 

The National Income 

» i 

§ 1 . Estimates of the national income. — Estimates have been 
made from time to time of the national income of India We 
might set out the chief among them showing the income per 
head in a tabular form as follows : 


Estimates by 

Relating to year 

Income pel head 



Rs, a p. 

Dadsbhai Naoroji 

1870 

20 0 0 

Lord Curzan 

1900 

30 0 0 

"Wadis and Josbi 

1913-14 

44 5 G 

Shah and Khambata 

1921-2 

67 0 0 

Hindi ay Shirras 

1922 

116 0 0 

Yisvesvaraya 

1922 3 

S2 0 0 

V. K R V. Rao 

1931-2 

65 0 0 


The differences in the estimates are due to a number of 
causes. First of all they relate to different periods, so that 
the difference in prices must he taken into account. Thus 
between 19 13 -14 and 1921-2 prices had risen by about 80%, 
so that Es. 44-5-6 in 1913-14 would be equivalent to about 
Bs. SO in 1921-2. Secondly, the area covered by the estimates 
is not always precisely the same. Thirdly, the methods of 
calculation are not uniform. Practice has varied with regard 
to items to be included and deductions to be made. We must 
further allow for the bias — pro-G ovemment or anti-Govem- 
ment — of the inquirer. Besides the estimates on a national 
sctle quoted above, there have been a number of intensive in- 
quiries into the economic condition of certain selected regions, 
e.g. those carried out by Dr Mann in Bombay and by Dr Slater 
in -Madras and the investigations in the Punjab conducted 
under the auspices of the Board of Economic Inquiry. 

§2. The poverty of India.- — Even the most optimistic of these 
inquiries — whether national or regional — only serve to empha- 
size the fact that the inhabitants of this country are beset 
11 
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with a poverty for which there is no parallel in modem times 
m the countries of western Europe Comparison of India with 
gome of the advanced nations of the modern world conveys 
the same dismal lesson Before the recent war the per capita 
income m Japan was about Rg 271 m Germany, Its 634, in 
France, Rs 636, m the United Kingdom Rs 3,092 in Canada, 
Ra 1,268, in the U S A , Rs 2,053 * However, while every- 
body roust admit that there is appalling poverty in India, 
there 18 a silver lining to the cloud and there are on the 
whole good grounds for supposing that real if very slow 
amelioration in the condition ol the people has been m pro- 
gress w recent times and should be mam tamed when the 
country recovers from the serious setback due to the present 
world depression The villager consumes more salt, more 
sugar and more tobacco and imports more luxuries and con- 
veniences than he did a generation ago He eats more food 
and has a better house to live in than his father To a con- 
siderable extent brass and other metal vessels have taken the 
place of coar»e earthenware Ihe per capita consumption of 
food and of cloth is increasing The impression of gradual 
economic betterment which one obtains from facts like these 
and from the various istimatei of the national dividend js 
strengthened bv such admitted tendencies as the growing 
independence of spirit displayed by agricultural and industrial 
labour However although it is true that some advaneg has 
taken place it is insignificant as compared with the progress 
achieved by some of the foremost western nations and 
reflected in decline of pauperism decrease of death rate, 
shortening of hours of labour spread of education, increase 
in means of recreation improvement m housing and 
sanitation etc 

§3 Causes of Indian poverty — The poverty of India is a high- 
ly complex phenomenon and the factors accounting for it are 
many anu varied A more vigorous development of the eco- 
nomic resources, of the country and a more rapid spread of 
education and general enlightenment are plainly needed The 
problem of Indian poverty ig as we have seen, implicit in 
ne treatment of almost every topic of Indian economics aiid 
it is impossible to deal with it without -opening up the whole 
new of economic and not a little of the political argument 
concerning present-day India 

§4 Defects of distribution and consumption — JTofc only is the 
aggregate o! national weiltb deplorably email m relation to 

* Pir XT Viomuhj, rianntd Economy for Mia j> 2" 
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the size of the population in India,, but it is also very unevenly 
distributed. According to Shah and Khambata, about a third, 
of the wealth of the country is enjoyed by about 5% of the 
population; about 35%' is absorbed by about one-third of the 
population; while the remaining 30% or less is distributed 
among more than 60% of the population. It is a well-known 
economic maxim that uneven distribution makes for diminu- 
tion of welfare and aggravation of poverty. This evil, how- 
ever, is not so glaring in India as in the capitalistic countries 
of the west, and as between inadequate pioduction and in- 
equitable distribution, the former is by far the more serious 
drawback of Indian economy. Besides the size of income and 
the mariner of its distribution, another important element m 
national welfare is the proper ordering of expenditure or con- 
sumption. All classes of people m India, as elsewhere, can 
be proved to be more or less guilty of ill-regulated expendi- 
ture due to the tyranny of custom and rehgious prejudice (e.g. 
expenses on marriages, funerals and the like) and the influence 
of ignoiance. An outstanding example of defective consump- 
tion is furnished by the ill-balanced dietaries adopted by many 
of the people in India. The prevalent dietanes in most of 
the provinces m India have been largely controlled by local 
circumstances and determined by the kmd of food raised on 
the spot, with the result that the staple food of large sections 
of people is lacking in important nutrient substances. For 
example lice, the staple food of people in Madras and Bengal, 
is fundamentally a poor diet, deficient in important organic 
salts and vitamins. The wheat- and meat-eating Sikhs, 
Pathans and Gurkhas have a much better physique than the 
nce-eating Bengalis and Madrasis. The addition of wheat, 
milk, butter and meat improves the .rice-eater’s diet, as in the 
case of the Maratha. The problem of malnutrition is distinct 
from the problem of poverty. 'An excessively low income is 
of course a fundamental difficulty. But another difficulty is 
the failure to make the best possible use of a given income. 
‘A dietary conducing to malnutrition^ may cost more than a 
well-balanced dietary which promotes health.’ 1 

The present facilities of transport (in normal times) should 
help in remedying the deficiencies of diet in any particular 
province by the import of the needed food-staffs from other 
provinces. But extensive propaganda based on authoritative 
investigations is necessary in order to make people desirous of 
changing unsatisfactory food habits. The subject of nutrition 


1 Agricultural Commission Report, pp 194-5. 
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in relation to public health ehould find its rightful place in 
the curricula® of medical and other studies 

U*;wimmn2.T 

J5 Different kinds of nnamploymcnt —The discu*f»on of the 
poverty problem leads bv a process of easy transition to Hut 
of unemployment since thi gnat !»'«*' of <f» c 15 

after nil thi. fundamental cause of all uneinplovm** 3 * 

We shall now proceed to consider the various forms which 
unemployment ukes in India 

0) The vas* majority of the population of*f n dia is en 
gaged m agriculture and we bate already seen 1 that in agri- 
culture, as at present organized in India there is a,«onnf 
unemployment of greater or less duration in the year in most 
parts of the country, and the question of finding suitable 
supplementary industries for keeping the cultivator occupied 
during thi3 period o! enforced leisure has been discussed 

(n) There is another species of unemployment to which 
India is subject from time to time The part* 1 ! or total 
{Mlar*. of the monsoon mav he regarded ta a tort of lock-out 
declared bv nature and it mav result m throwing thousands 
of people out of their normal employment on the land This, 
creates the problem of famine relief 

(m) Industrial unemployment of the type pow familiar 
in the west of course also occurs in India for the came reasons 
as eLewbere But s nee onlv a email proportion of the people 
is engaged in modern industries this kind of unemployment 
does not loom so large in this country Qualitatively the 
problem is much the aims here as m the western countries 
But quantitatively it is far less formidable It wjJ] assume 
larger proportions and attract more attention with the growth 
of industrialization However, industrial unemployment in 
India differs from the parallel phenomenon in the west not 
only in scale but also m the nature of the problem it creates 
for the State When for any reason work cannot be obtained 
131 H*e cities mo»t of Ihe labourers return to their villages 
and remain there until industrial conditions improve and there 
fc> again a demand for their labour To a large evtent the 
people concerned themselves solve their problem and no call 
is made oq the Government for as latancc 

(rv> Tbe rise and progress of modem rodu'trj in India 
and particularly the competition of machine made goo da from 
abroad have been often attended with loss of occupation lo 
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cottage workers, and in an earlier chapter we have indicated 
some methods of dealing with the situation which has thus 
arisen. 1 

(v) Latterly the question of middle-class unemployment 
has come into prominence and has excited much alarm and 
anxiety. 

In this chapter we propose to concentrate attention on 
(i) rural unemployment due to failure of rams, i.e. famines, 
and (ii) middle-class unemployment.' 

§6. History of famine relief. — India has always been subject 
to famines and there is no evidence for supposing that they 
are more frequent now tha'n they were before. In fact, owing 
to undeveloped communications and the consequent impossi- 
bility of bringing relief to the distressed aieas, famines were 
far more calamitous in the pre-British period than at present. 
The present view as to the responsibility of the State in the 
matter of famine prevention and famine relief is itself a 
recent growth, dating roughly from 1865, the year of the 
Orissa famine which was responsible for heavy loss of life. 
As a result of an inqtury presided over by Sir John Campbell, 
the Government declared that its definite policy was to save 
life at any cost. In 1878 was introduced the scheme of the 
Famine Insurance Grant, by which a sum of Us. 11 crores 
was provided in the annual budget of the Government of 
India to be spent on direct relief if there was a famine, and 
on the construction of public works of a protective nature, 2 
if the year was normal. The recommendations of the 1’ amine 
Commission of 1880 supplied the foundation on which the 
present system of famine relief is based. Communications 
were extended by renewed activity in building railways under 
tbe new guarantee system. 3 The principles of famine relief 
(based on the recommendations of tbe Famine Commission, 
1880) were clearly defined as (i) provision of work to the able- 
bodied at a wage sufficient to seenre health but not ordinary 
comforts; (ii) gratuitous relief to tbe infirm in their own vil- 
lages or in poor-houses; (lii) assistance to tbe land-owning 
classes in tbe form of takkavi loans; and (iv) suspension and 
remission of land revenue. 

Famine codes embodying these principles were prepared 
for every province, and were suitably amended in the light of 
later experience. The amendments, influenced by tbe recom- 
mendations of the Famine Commission of 1901, were of funda- 
mental importance. The Commission emphasized the need 

1 See ch. iv, §19 1 See ch. iii, §8 (n). 

1 See ch. v, §2 (m). 
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for moral strategy’ or potting bait tfito the people', ie 
assisting the people bv Joans and other means as soon as 
danger is scented by prompt and liberal grants of tahhatt 
early suspension of land revenue and a policy of prudent 
boldness with large and elastic plans of relief constant watch- 
fulness for signs of spptoschuv calamity and full enlistment 
of non-official help Ihe Commission further drew attention 
to the necessity of devising measures for tackling fodder 
famines and saving cattle sterling co-openttve credit societies 
and extending State irrigation works of a protective charac- 
ter * The amended Famine Codes embodvmg these principles 
have been found to work satisfactorily m that families naav 
now he s«d to have been brought more effectively under ad- 
rmm-ttrative control than ever before in the historv of India 
One mam cause why this has been possible 13 the great pro- 
gress that has been made m the development of communica 
tions and transport We have now no such thin? as food 
famines 1 e it is rarely that food is not available somewhere 


in the country 1 be problem is to traasport it quicUv to 
the affected areas and U 113 is now possible owing to the 
development of transport But because of relative scarcity 
and the expenses of transport the jinccs of food stuffs are 
highe'- than in normal years while the people m the famine- 
stricken areas having temporarily lost theu- employment on 
WfcUv,* h®* B no vnoTurr with wWh toWv ‘cue food Modem 
hmiflea in other word are not food famines but money 
jomwe$ Famine relief therefore now consists mainly m pro- 
viding work and paying wages for it m order to enable those 
who seek relief to buy sufficient food 

Under the financial decentralization which followed the 
Reforms of 101G each prov ince wa3 required to provide annu- 
al) v 5or its own famine insurance oat of its retennes and to 
pay the amount mto the Famine Insurance Fund As need 


Www it was open to each of the provinces to spend the amount 
to its credit m the Famine Insurance Fund for ( 1 ) relief of 
fomum (a> construction of protective works or < 111 ) grant of 
loans to cultivators 

The constitution of the Insurance Fund was radically 
changed in the year 1928 9 Under the new regulations the 
rend ceased to be an insurance fund It was called 'the 
itemise Relief Fund , and its primary object was to provide 
lor expenditure on famine relief proper, the word famine' 
being held to cover famine due to drought or other natural 
calamities (e g an earthquake) Accordingly, tbs annual «&* 


1 See th ui |10 
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signment from revenues as well as the balances in the Fund, 
till they' exceeded a certain pi escribed amount, were not ex- 
pended save upon the relief of famine. The balances at the 
credit of the old Insurance t Fund weie transferred to the new 
Fnnd. The additions to the Fund during the year 1939-40 
were Rs. 13-45 lakhs; the total withdrawals Rs. -24-29 lakhs. 
The closing balance m the Fund on 31 March 1940 stood at. 
Rs! 3,07-67 lakhs. 

The Government of India Act (1935) contains no provi- 
•sion for the .separate Famine Relief Fund. On 1 April 1937 
the balances at 'the credit of the Fund were handed over to 
the provinces; and it has been left to Provincial Governments 
nnd their legislatures to take the measures hitherto prescribed 
for them. 

§7. Famine relief organization. — We may here give a brief 
description of the relief organization built up by the Govern- 
ment in the course of the last seventy-five years. 1 

(i) Standing preparations are made on a large scale. 
.Valuable information is gathered about climatic conditions, 
crops and prices, births and deaths, etc.; progiammes of suit- 
able lelief works are kept ready and brought up to date; the 
country is mapped out into relief circles, and reserves of tools 
and other equipment are kept ready. 

(ii) When rains fail, a careful look-out is kept for danger 
- signals indicating the approach of distress, such as lise of 
prices, restlessness of people, and their aimless wandering, and 
increase in crime, especially of petty thefts. 

(iii) The Government then declares its general policy 
ns based on moral strategy. Meetings are called for explain- 
ing this policy to the people, non-officials are invited to help 
the Government; suspension of revenue is announced and loans 
for digging wells, etc., are made. Village inspection begins, 
and preliminary lists of helpless persons are prepared. 

(iv) Then follows the first stage of actual relief. Test 
■works are opened and,, if considerable labour is attracted to 
them, they are converted into relief works. 

(v) The next stage commences from December. Genital 
relief camps are organized and gratuitous relief is given to 
the infirm in the villages.’ Poor-houses are opened m towns, 
■and village kitchens are run for the benefit of children- The 
distress reaches its climax in May, when there -is fear of an 
outbreak of cholera, 

(vi) The last stage begins with the advent of the rains. 

* See irrpcr.al Gazetteer of India, v»l. HI, pp. 477-81. 
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The large relief works are closed down and people are moved 
in batches to smaller relief works near their villages Local 
gratuitous relief is extended, and libera! advances are made 
to cultivators for the purchase of, cattle ploughs and seed 
When the principal autumn crop is ripe the few remainin'* 
works are gradoallv closed down and gratuitous relief ceases 
The famine is ordinarily at an end bv the middle of October 
All this time the medical stiff is kept readv to deal with 
diolera and malaria — discos which generally appear when 
the rains break out 

§8 Middle-class unemployment —Middle-class unemployment 
has in recent years assumed alarming dimensions and attracted 
widespread public attention Investigations through specially 
appointed committees were earned out between 1M1 and 19°3 
m several provinces like Bengal Madras Bombay and the 
Jtranjab and in some of the Indian States like Travaneore 
ane most recent committees were those appointed by the 
Sir Tp, *Ti nCe8 c bovc / rnment under the chairmanship of 
( 1937 ? and b * ,lle Blhar Government 

clSV LSf , P ° rts of aU these committees show that middle- 
diKs unemployment is an oil India problem The evil is a 

onemrScm? ° D * Whethe f one conc ' dere the sufferings of the 
effeSs S ? eD ther ? Sehcs or the and economic 

teuSna JS? , S ^ nce and * ,€ adv ‘ncraase of a sort of m 
&Tw,fl L P ^ ria * not w,thoDt reasonable grievances - 
is driven maSS ° f ^ natlon 6 mte lhgent manhood 

unfruitful fnnrsA '^creasing numbers aloDg the same often 
cannot be 5Sl5£d° , .«?? r * W ,f lch e M*ctotions that 

from uudertakinp man aetn ^% nnEt3 those who pursue it 
welfare of the DSef “ 1 operations necessary' for the 

C C en,a ™ b °«™ ? f 

find its work hml V u bureaucratic or popular must 
and a natural f bj "“i n , nc “ 5, °e Btr «am of criticism 

met and * or re b«f which cannot possibly be 

has Several? 1 h* h* ~^ Tndia hke the rest of ‘ he world, 
present econcume a*,* b ' tbe unprecedented Reventv of the 
GovemnSTL d ® pra T ,0n offered bv the 

vei 7 greatly whife a ? eaC f 3 hai5 consequently shrank 

rapidly Anmhpr be S °PP ^ me n seeking it has grown 
classes n mhereni^,,! of unemployment among the educated 
qualifies people almJt* ent , 8va * em of education, which 
and those whonnd^ ,f cl i 31velT for clerical occupations, 
to Government education generally do so with a view 

t service or to admission to & few verj much 
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over-stocked professions such as law and medicine. The edu- 
cation that is imparted algo fails to emphasize the idea of 
the dignity of labour. One result of this is that hoys belong- 
ing to the agricultural and the artisan classes, instead of 
becoming more efficient in their ancestral occupations because 
of their education, come to look down upon it and prefer 
starving as fifth-rate clerks to earning a decent livelihood 
m their.family occupations. This merely accentuates the pre- 
vailing unemployment among the educated classes. It must, 
however, be added that, while parents fail to display the 
necessary vision and foresight in choosing occupations for their 
boys, this is to some extent due to the absence of facilities 
for practical training — agricultural, technical, industrial or 
commercial. 

The most important cause of middle-class unemployment 
is the very poor industrial development of the country and 
consequently the small number of careers open to our young 
men. ' The under-development of the economic resources of 
the country is at the basis of the poverty of the masses and, 
in the last analysis, dominates all species of unemployment. 
Everything that leads to the economic betterment of the coun- 
try will therefore obviously be a remedy for unemployment. 
The rise in the general level of prosperity will, for example, in- 
crease the demand for the services of clerks, teachers, law- 
yers, doctors', salesmen, managers, insurance agents, etc. 
Any further extension of Government activity for the sake 
of bringing about an all-round betterment of the country will 
also mean more employment for the educated classes, m the 
various departments of administration. 

§10. The Sapru (Unemployment) Committee. — We may here 
refer to some of the more important recommendations of the 
Sapru Committee and classify them, as follows : (i) those 
which aim at increasing the demand for educated men; (ii) 
those which aim at avoiding excess of, supply; and (in) those 
which aim at a proper adjustment of supply to demand (actual 
or potential). * 

(i) Municipalities and District Boards should be com- 
pelled to employ qualified engineers and supervisors for' the 
purpose of maintain i ng roads and buildings in an efficient 
condition. 

The Government might with benefit provide more em- 
ployment for qualified medical men by extending the scope 
of public medical relief. 

Municipalities and District Local Boards should be com- 
pelled to employ properly qualified ^medical officers for carry- 
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mg out their duties m connexion with public health and wni- 

*** The overcrowding of the legal profession may be remedied 
to Rome extent by the introduction of greater specialization 
of functions c g some should specialize in drafting docu 
ments others m arguing cans etc 

Large scale and small scale industries should be stirou 
lated so that they might lbsorb an increasing number of our 
young men 

\ jgorous stipe should be taken to introduce compulsory 
primary education without which no substantial economic 
progress is possible This would also mean an increased dt- 
mond lor teacher* and would so far remulv the existing 
unemployment 

(ij) The High School examination should hare two 
hinds of certificate-. — one certifying completion of the course 
of secondarv education and qualifying for the subordinate 
tranche* of Government service aDd ako for admission to 
industrial commercial end agricultural schools, and the other 
qualifying for admission to Arts and Science colleges * 

luii Iho facilities tor practical training in the various 
technical eduiational institutions should bo extended, and 
education in gmeral should receive a more pronouncedly 
practical and in the case of pnman schools a definitely 
rural bias 

Medical practitioners should be encouraged if neces-arc 
■with the help of generous subsidies, to settle down in rural 
ftTeas instead of congregating in the few big towns 

Steps should he taken to develop new professions liku 
pharmacy dentistry accountancy architecture libnrtansbip, 
insurance work and journalism, and suitable training should 
be prwvded for qualifying for the«<. careers 

An attempt should be made to induce agricultural gradu 
fctea and diploma holders to make scientific farming a means 
of livelihood The development of durv firming would afford 
another possible avenue of employment for them 

Steps should be taken to bring qualified educated men in 
to touch with commercial houses for employment Regional 
vocational guidance authorities should be created for tins 
purpose 

•The Government should spread broadcast information 

* In 13 «. ttia Qiw*rntnrtrt hf Boaibiv 3«oie4 in faccor of conversion of 
M I” 8 °f i* 8 high school* into *gnonUor»I technical or commercial high 
ee cot* -win, t new to proving alternative technical evocation which cconJJ 
v»ci3 tatn eiaflojaetA in inanalTurt citie* like Bomba v 
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regarding- possible careers and bring into existence suitable 
machinery for, giving sound advice to parents regarding the 
aptitudes of their boys and the choice of a suitable career tor 
them. 

Secondary schools should provide much more diversified 
courses of study than at present, and mthe universities great- 
er stress should be laid on scientific and vocational education. 

Appointment Boards should be created for unnersity gra- 
duates as also for the products of the secondary schools An 
Appointment Boaid was accordingly established for the Unit- 
ed Provinces in October 1936. A similar Board has been set 
up for the Punjab. 

With 'the end of the Second World War the problem of 
unemployment is bound to raise its head. The number of 
personnel to he demobilized is well over a million and a half 
and the demobilization is expected to be completed by the 
end of the current year (1946-7). The Central and more 
especially the Provincial Governments, have planned various 
schemes and measures to absorb the 'personnel discharged 
from the defence forces. Success m preventing unemploy- 
ment will also largely depend on the .extent to which private 
enterprise is able to increase its activities. 

SUM ALLEY 
National Income 

The extreme poverty of India is brought out clearly by the various esti- 
mates of the national income made from tune to time and by a number of 
more limited regional inquiries carried out in the different provinces. How- 
ever, considering the position over the period since about 1870, there has un- 
doubtedly been some progress, though it has been -very slow, and quite in- 
significant when compared with the achievements of the advnnced'-nations of 
the west. A discussion of the causes of Indian poverty must inevitably open 
up the .whole field of Indian economics. 

Besides low -production, India also suffers - from uneven distribution of 
■wealth. Tho more pressing question of the moment, however, is how to in- 
crease the total production of wealth 

The effects of poverty are further aggravated by many' defects of con- 
sumption due to the tyranny of custom and religious prejudices and to igno- 
rance. . . , 

Consumption is found to err at present among other things as regards the 
selection of a proper health-giving diet. Many of tho prevalent diets an India 
are seriously defective, and the question of changing the food habits of the 
people ought to engage the earnest attention of the Government and of the 
educational agencies in the country. 
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0*EMrLCt*P'T 

Tbo problem of miiulnal im employment of tin modem typo fa growiog u> 
*eilcot and nenouines* Dot rt 1 * not jet of tbs »am« order of Importunes » 
lo the wcifc, 

AgT.cuHure it the primary industry in India and iti fortune* ate dependent 
oa the capricious morucon If the fain* fail this spell* unemployment for 
lwga number* of people who tbu» come face to face with the ipectie of 
j a mtnt (Ttere is of course searonuf unemployment lor » part of tbs JtM 
CTto it the rainfall u normal) Tte elatwration of effective machinery for 
coping with famine* te longs to tfe last three quarters of a century and is 
made possible by the m-Jern development of transport ant communication* 
Each locality need no longer depend entirely on the food-stuff* raised by rt- 
aeU It can now draw opon the supplies available in other localities tn the 
event of failure of local supplies Tamme fcsa thus come to mean not absolute 
failure to obtain food at any cost bat comparative scarcity and high pricer 
Enough food i« almost always available The problem is to put people fa 
the distressed areas in possession of sufficient purchasing power to obtain >t 
Famine rails/ mainly consists in providing work and wa»e* to those render 
ed temporarily helpless by the failure of the mo* Each province ha* « 
famine code of it* own wfcicfi lay* down in detail the plan of action to bo 
tollnwed lor coping with a threatened or actual famine Every province was 
also required to provide m it* annual budget a certain fixed sum (depending 
upon its liability to famines etc) which was in the first instance paid into 
• foot (lit Insurance Fund upon which it *H then entitled to draw a* 
occasion arose fet preventing or relieving famine* la 1923-9 the old r*nmu» 
Insurance Fund waa replaced by the Tamm* lithe j Fund ct which the main 
object was to provide for expenditure on famine relief proper The Govern 
ment of India Act (ISOi) ccalttae tut ecpsrete ptorieica tor * Tamme &eheJ 
Fund as such discretion being given to the Provincial Govemmenta in thi* 
matter The principle* cl Qoeemment /amine policy are (!) as far a» 
feasible to nu« people help themselves encouraged by Government assist- 
anee in the firm of loans, suspension rf Jand revenue etc flij to limit 
relief to tfce minimum necessary for securing health (iu) to make relief 
conditional on woib id tb» care of the able-bodied and to utihre a* fully aa 
possible the service* of non-oCaala (iv) constant preparedness eternal vigi- 
lance and prvsnjA and definite action as soon a* danger is scented The 
actual detail* of the programme of femme relief are most elaborate and 
represent the fruit of long experience and much thought 

The problem of nuddit-clott unemployment ha* escited ranch attention and 
anxiety In recent years 'Virion* committee* appointed during the last few 
fear* by the provincial Government* have deliberated and made vecomtnenda- 
tion* for dealing with the evil 

The causes of Biddle-class unemployment are a defective system of edu 
cation which a too academic and too much out of touch with real facts and 
needs and lie neder-development of the industrial fife of the country /unit- 
ing the openings available to the educated clas es The latest of the pro- 
vincial aunmit'eea on this question is the Papru Committee Their ttetm 
mendalieos cover a widn ran go and include many anggirtlons— some of which 
are intended to be mere palliatives while other* are radical and contemplate' 
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far-reaching changes. They envisage a great extension of Government activity 
and a thorough overhauling of the educational system of the country. These 
recommendations can all be placed under one or other of the following three 
•categories: ( 1 ) those aiming at an increase of demand for educated mens 
(u) those aiming at avoiding an excess of supply; and (lii) those aiming at a 
more effective adjustment of supply to demand (actual or prospective). 

To tackle 'unemployment resulting from demobilization of personnel from 
the defence forces, the governments must launch schemes of development 
and private enterprise must be stimulated and speeded up. c 



TYPICAL QUESTIONS 


RfcSODPCES AJ>D rOPCLATIOV 

1 Copii&tt led a ( idonti^i and disadtantage* in respect cl geographi- 
cal looat on 

2 Pra* » sfcet b map o I Ind a sin n eg (ho principal hartxrura and mer*-*. 
3, Describe the principal natural region* tit India and empbasirn fheU" 

characteristic features 

t Show the a t*l importance of rainfall to Mnwa. We in India Uriel!* 
describe the oojrie of the monsoons in Ind a 

0 Praia a map of India to indicate the distribution o the r* nfaQ >» 
the different parte of the country 

G 0 »e a classification of the ao la cl India and mention their chief 
product* 

Deacr be lie principal mineral* muled in Ind a and mJ cate their 
distribution l f mean* of a sketch map. 

6 Indi'at* tha eo-nomic pot nl al t ee of forests in India Giro a abort 
description of total (dm n tret m n Ind a 

9 Exp am he part placed bp the vegetable and aWmal resources in Uu> 
catooal economy of India. 

10 What »re the principal warms cf po«w available in India? Consider 
m this eoouei.cn the poosib lit ea of bvdro-eledr c devt-rpment 

11 What u the average densffj ct population in India' What inferences 
if any can *ou draw from average density with regard to the eoonamia 
condition of the Indian people? 

12 What are the factor* governing detu tj cf population in the different 
P*rt* cl India? Elea r».e poor answer by means of * sketch map- 

13 Give the principal atat a tics bearing cn the occupahceul d J-ributioi* 
of prjaiiatirn in India and comment on them, 

14 1 accent 1 t the fact that barely 11% of the Indian popolat on lives 
in towns How wool! jon bring about a nytre even d stnbubon of IbP 
population between town and country? 

13 The Ind an birth-rate is one of the t ghes in the world What *rO 
the economic consequences of this fact ? 

13 The Indian birth rate is high bot fo also s (be death-rate. Thetis' 
fw* there can he no question of over population in Indi*- Do too think this 
i* a valid line of argument? 

17 Cons ter the remedies for over population in Ir.'iia under the two 
he*d.nga O deliberate restriction of numbers ( ") ind not remedies 
1? "Enrfiy Indicate the resin features and eoonoinlc effects of Q the 
caste res *tn f) he jomt-Januly evrtem and (u the law* of nhenfanoe 
and (uecetuao in. tud** 

W Trace the influence of western mdividuahim on (he characteristic enmaf 
me htams in India 
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20. Is there any connexion between ‘Indian spirituality! and the economic 
backwardness of India? 

21. Examine the influence of social and religions institutions on economic 
hfo in India. 


H 

ECONOMIC TRANSITION IN INDIA 

2. What is meant by saying that India is passing through a stage of 
economic transition? 

_3. Compare the economic transition in India with the Industrial Revo- 
lution in England. 

3. In what, respects doe3 the old econdmic order differ from the new 
in India? 

i Describe tbe main features of the social and economic organization 
of the old village community in India 

«5. How has the economic transition affected the Indian village? 

_6 Give a short account of the old village crafts and indicate their pre- 
sent position. 

7. Indicate the transition in Indian agriculture and show how it has been 
commercialized. 

8. Trace the progress of rurahzation jn India and indicate tbe mam 
causes governing it 

9. ‘In, the past India was both a great industrial as well as a great 
agricultural country.' Comment. 

g 19. Account for the decay of the old indigenous industries of India. 

11. Review tho course Of the transition in Indian industries, indicating 
the progress made by organized industries of the western type. (See also 
eh iv.) 


m 

AGRICULTURE 

1. Discuss tbe importance of agriculture as tbe chief national occupation 
in India 

2 What are tlio principal staple products of Indian agriculture? 

3. Draw a crop map of India and acconnt for the specialization of the 
"several regions in the different crops. 

4. Do yon find any legitimate Cause for alarm in (he tendency for tho 
non-food crops to encroach on the food crops m India? 

5 Give a brief account of the sugar industry m India 

6 Examine tho part played by irrigation m India and show how it is 
an important factor in India's rural economy, 

7 What are the different forms of irrigation prevalent in India and 
what do yon consider to he 'their relative importance 0 * 

8. Give a brief description of the Canal Colomes m tbe Punjab 

9 Review the irrigation policy of the Government and mention some 
of the recent major irrigation works. 

10 Explain the distinction between productive and unproductive irrigation 
works, and indicate the objects of each of them. 
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T1PICIL QUESTIONS 9 

U What am the causes cf the low agricultural y etd la India * Yfal 
measures would you adopt to bring about an improvement? 

12. One cl the greateat handicap* cf Indian agncul-ora u the endl«a 
eubdmson and fragmentation of land Comm ml 

13 «how how coosolidat on cf holdings ha* been effected in the Punjab 
and indicate ita beneSts 

II What are the strong po nta and the special weaknesses of the Indian 
cult rator? What are the direct one in which improvement u to be sought? 

15 Describe the method* followed and the implements need by the Indian 
cult vator \V hat mprovrmcnta would you sageest? 

16. Expla a the Uve-*t<xk a ua loo n the rural areas and show how the 
quality cl cattle could be improved a 

1 Cons ft >'e problem of • bs diary indnatnea in Indian rural economy 
Id. Discus tu. uses and limitation* of hand-* puttung as a anbt diarv rural 
industry in Ind a 

19 Examine the qnesbco of the marketing cf agncnltaral produce in 
India — • 

SO What a e the mpertant general causes of rural indebtedness in India? 
21 Describe the manej lender and hi* lyttem and account for the h gb 
interest rates barged by him 

22. Whit measure* have been taken by the 6>ate to safeguard the interests 
of the agriculturist borrower in the different provinces? 

23 What s epa h*T« been taken so far for remedying the evil of rural 
indebted oess n India' Hare you anv suggestions to effer m this conncxitn? 

21 Trve the progress of the cooper* tire movement in India between 
1901 and 1912. 


0 What are the principal developments that have taken place since 1913 
affect ng the co-operative movement in India? 

2o Dow fir has co-operation helped the agncnltnrv.t to improve hi* 
economic po. Km? 

°7 Vf nlion the principal form* of non sgricnltural cooperation in India 
and emphasise its va ne to cottage industries (See also ch. v ) 

28 G ve * reaioned estimate of the co-operative movement in India 
** ^ ow would von solve the problem of long-term rural finance in India? 

30 G *e a I wf account of land Mortgage Banka established in India. 
How are hese banks he ped by the State? 

31 In what d fferent wiys has the State come to the aid of agriculture 

33 Trace the evolution cf the agricultural departments ia the provinces 
and described their firoct ana. 

33 Wr to a short uo*e on the Imperial Council of Agricultural Research 
31 What are the principal tent* of rural up! ft and bow 1* it to be 
brought about? What do yon know of the Gmgarra erperment? 

3S Indv»te the effects of the present war on loliaa agneoltore and ex 
P ^ the need for the Grow More Food campa gn 

^ rre 1 short history of Band Revenue in the pre-Bnjsh pensd and 
erpkl-Q the si a changes e*wted during the Bnt sh per od 
31 What s a Ii»nd Revenue Settlement? What are the mam bts terns 
Ot bed revenue wflmwu prevalent n India? 

Consider the relative merits of the ram ndan and the ryetwtn aystema 
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TYPICAXj QUESTIOKS 

39. Why is it that Permanent Settlement has comparatively few advocates 
at present? What are the recommendations of the Floutl Cotnnussion regard- 
ing its future? 

40. Examine the basis of assessment under the different land revenue 
systems in India. 

1 41. Write notes on: (l) the question of land ownership in India; (u) land 
revenue: a tax or rent?; (ui) legislative control over land revenue; and 
(iv) the proper scale of land revenue assessment in India. 

42. How for does the Iticardiau theory of rent apply to the land revenue 
m India? 


IV 

IKDOSTBIAL DEYE1X)PMENT 

1. Examine the benefits which will follow m the wake of industrial deve- 
lopment in India. 

3. Account for the industrial backwardness of India and review the indus- 
trial policy of the State. 

3 . Give a brief account of the events which led to the adoption of the 
policy of discriminate protection m India. ' 

4. Describe the functions of the Tariff Board aDd mention the principal 
industries to which protection has been granted on the recommendations of 
the Board. 

5. Emphasize the value of technical and industrial* education in India. 
6 Describe the functions performed by the provincial Departments of 

Industries. 

7. How is Government patronage extended to Indian industries? 

8 Draw an industrial map of India and account for the localization of 
the principal manufacturing industries 

9 Give a brief account of the cotton and pne mill industries and bring 
out their strong and weak points. 

10 Indicate the effects of the present war on India with special reference 
to the cotton and jute-mill industries 

11 Give a short history of the iron and steel industry and indicate its 
present position. 

12. Write brief notes on the following Indian industries: (i) the tanning 
industry; (n) the chemical industries; and (m) psper-inaking. 

13 Account for the survival of cottage industries in India Show how the 
present war has given a stimulus to them. 

14. Describe the principal cottage industries of India and indicate the 
difficulties experienced by them 

15. Give a brief account of the Indian hand-loom industry' and discuss its 

present position. *■' 

16 What ib the present position and the future prospects of the sen- 
cultural industry? 

, 17. Describe the various methods of helping cottage industries. What, 
measures have recently been adopted by the Government of India m this 
behalf? 

IS Summarize the recommendations of the Bombay Economic and Indus- 
trial Survey Committee for the grant of aid to cottage industries 
12 
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IS W» y did pnres rise a India during the war of 1914 IS? flow did 
thia rue effect the country? 

ZS Waatrite the tuovemenl of prices during the rorent war »nJ «bo» 
how (t has affected various aection* of the community 

17 Account lot the slump in price* during the recent year* cl economic 
depress ion How has « affected the Indian agriculturist and other c’a 

18 Describe the principal constituent* of the Indian monev market 

19 Giro a abort history of indigenous banting in India and examine the 
functioo* performed by tho indigenous banker lodge 

20 Suggest measures for strengthening the indigenous banking system 

21 Owe * brief renew of joint-atoci basking in India 

2& Give a ihort account of the establishment of the Iieserre Bank of 
India Whet advantage* is it expected to confer on the country ? 

23 Deacnbt the constitution and {unctions o! the Reserve Bank flow «« 
it managed? 

2i Show bow the reserve Bank can control other banks and make ita 
credit policy effective 

25 In what way* can the Reserve Bank aisut m the financing of Indian 
agriculture? 

26 What are the duties of the Reserve Bank as banker* to the Govern 

meat? , 

27 What are the function* of the Imperial Bank of India? How ta it 
related to the Reserve Bank? 

38 Describe the business transacted by the Exchange Banka in India 

29 What steps wont I yen t»k to in rosae the share of Indians in the 
financing of the foreign trade of India* 

30 Examine the functions performed by the Joint ‘tfock Ban** in In I a 
Mention the name* of the leading Jr mt Stock Banka In tho country 

31 Disc oaj the causes of bank failore* m India II hat can be done to 
prevent auch failures * 

39 Give »* brief account of the Indian Postal Savings Banka W hat 
purpose do they fulfil 

33 Why are industrial banka necessary m India* Show bow they should 
ha organised 

31 Account for the hoarding habit m India and suggest means of fighting 
35 Examine the effects, ol the recent war on Indian banking 

vir 

FINANCE 

1 Indicate the main characteristics of ladiao finance _ 

2- State and discos* the mam beads of revenue m tie Central Bo 1 pet 
3 Givo a brief history of th« customs tariff in India and indicate the 
main tfcangca erne* 1311 v 

* (0 How is the niamMix graduated in India* 

Oil What aw tho justification for and objections |> the »alt tax? 

5 Writ* a bnel mA* on the principal head* of revenue and expend tore 
m the hndorf of a provtne* Is the provincial revenue adequate f r pp>- 

*«m*l needs? 



TYPICAL QUESTIONS 181 

6. Wnte brief notes on: ( 1 ) excise revenue and policy; (u) new taxes 

under Provincial Autonomy; and (m) additional taxation during the recent 
war >. 1 

7. 'What are the criticisms to winch public expenditure in India is usually 
subjected ? 

8. What is meant by the ‘burden of taxation’? Is it evenly distributed 
m India? 

9. How did Indian finance fare during the recent years of depression? 

10. Give a brief account of the public debt in India 

11. Comment on the distribution of the public debt as between (l) England 
and India with special reference to the .recent repatriation of sterling , and 
(ii) productive and unproductive loans 

12 Give a short history of the financial relations between the Central and , 
Provincial Governments. 

13. What was the Meston Award? WTiy was it so unpopular? 

14. Give a short account of Indian finance under the new Federal consti- 
tution. 

15. What do yon know of the Niemeyer financial settlement? How has 
it worked since the inauguration of Provincial Autonomy 4 * * * * 9 

IB. What are the principal sources of- income of a Municipality 9 

17. Enumerate the items on which municipal funds are expended. 

18. What, are the chief sources of revenue and expenditure of District and 
Iiocal Boards in British India? 

19. Comment' on the poverty of local bodies in India. How would you 
strengthen their resources? 


7HI 


NATIONAL INCOME AND UNEMPLOYMENT 


1 Mention the principal estimates of the national income of India 
2. What are the main general causes of Indian poverty? How has it 
affected the standard of living and efficiency? 

8. Indicate the relation between diet and efficiency in the various pro- 
vinces of India. t 


4- Distinguish between the various forms of unemployment in India. 

6. Compare unemployment among industrial workers in India with that 

in western countries 

8 What are the causes of middle-class unemployment in India? What 
remedies would you adopt? 

7 Examine the recommendations of the United Provinces (Sapru) Un- 
employment Enquiry Committee. . 

8 "What are the causes of famines in India? What measures have been 


adopted for the prevention of famines? 

9 Give a brief history nf famine relief in India 

10. Describe the principal features of famine relief organization m India. 
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Famine Commission (1880), 43, 59, 74, 
165, (1901), 74, 165-6 
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— relief, 165-8 
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Fibres, Indian, 35 6 
Finance, 144-G0 

— Federal, 153-6 
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Fiscal Commission. 75 
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Prices, slump in, 125 
Pablic debt, 151-2 
Pulses, 84 


Baiffeisen Societies, 53 
Bailway Inquiry Committee (1936-7), 
96, 99 

— Bates Advisory Committee, 9S 
Eailways 

— Federal Authority, 97 

— history of, 94-7 

— need for further ' development, 

- 97-8 
Bainfall, 5-6 

Bao, V. K B. V., 161 
Batio controversy, 118-19 
Be-export (entrepot) trade, 109 
Beligion and economics, 20-1 
Beserve Bank of India, see Banks in 
India 

^Resources, 1-13 

Bevenue and expenditure, provincial, 
, 147-9 
Bice, 33-4 
Bipon, Lord, 98 

Bead Development Committee, 100 
Boads 

— and railways, 98-100 

— co-ordination with railways, 99-100 

- features of, 98-9 

— history of, 93 

' — need for increase in, 99 
i — policy (new), 100 
Bobber, 38 

rBural development, 61-2 

— indebtedness, 50-3 

’ ~ Industries, see Industries 
Byotwari (land revenue) settlements, 
65-6 

— Villages, 25 . 


Salt, see Mineral Production, 146-7 
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Thakurdas, S(f Pnrshottamdas, 149 
Tobacco, 37 
Todar Mai, 62 
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— balance of, 109-10 
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Trade Agreement (new) 

Trade Unions, 88-9 
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— marine, 101-2 
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— • transition in tbe Indian, 27-8 
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Visvesaraya, M., 161-2 
Vizagapatam, 2, 107, 113 
Voelcker, J. A., 45, 59 


VTadia and Josbi, 161 
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— banking, 138 
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— prices, 125-6 
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